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Sharper management for a smarter business. 


Now manage your finances efficiently with the 
Visa Business Card. 


Enhance the growth potential of your small or medium businesses by 
managing funds accurately and adeptly, with Visa Business Card. Direct 
funds better with flexible payment options and an improved cash flow. Also 
avail of business savings on purchases made on your card. 


» Visa Corporate : Visa eMarketplace » Visa Business * Visa Distribution 


The Visa Commercial suite of products combine payment products with 
spend information. Improve efficiency, increase control, cut costs and enable 
better decision-making. Whether you are an SME; a corporate or a 
government entity, watch your business grow with the power of Visa. 


To know more email us at apvisasouthasia@visa.com. 
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| re the No. 1 European airline in India. 
|g with our partner SWISS, we offer a 
ice of 69 flights from Delhi, Mumbai, , 

EE. akad Kota There's no better way to fly. 
‘Dune to our European hubs in 
ikfurt, Munich and Zurich. For more 
ils, log on to www.lufthansa.com 





Failing US banks 
could collapse 
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bweditor@abp.in 
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health-conscious. 


healthy products. 


Left Bias 


I am appalled at the way Omkar Goswami 
blamed the West Bengal government for poor 
state of affairs in the state (The Growth 
Barricade’, BW, 15 September 2008). The fact 
that the Ambassador car is being produced in 
West Bengal for donkey’s years is a testament 
that the local government encourages 
industrialisation along with development of 
the poor. Kerala, where the same Communist 
party rules, has almost 100 per cent literacy 
rate, the best in the country. 

K. Sundarareman, Chennai 


How About Buying Reva? 

The cover story on global warming was a very 
comprehensive read (“The Green Trade, BW, 
22 September 2008). A lot can be done at the 
individual level to combat global warming. It 
is a pity that a car such as Reva has not caught 
the imagination of people buying their first 
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A Welcome Shift 


It is good to see that PepsiCo is going for a ‘paradigm shift 
— from unhealthy carbonated drinks to healthy ones 

(PepsiCo’s Halo Hunting, BW, 29 September 2008). Loo 
like companies such as PepsiCo are now realising that the 
need to shift towards healthier products to improve their ' 
market share when consumers are increasingly turning | 







Prashant Rajput, em 


Indra Nooyi wants PepsiCo to be acknowledged for its 
goodness — "good in the commercial sense and also in the’. 
moral sense” (‘We're Transforming..., BW, 29 September í 
2008). And it is not just all talk. Indian companies can  ; 
learn from PepsiCos new drive towards developing 


| 


K.S. Krishnamurthy, Bangalor 


E 


car. Global warming is no longer just a & 
problem; it is an emergency. | 
Seema Malik, Ludhiaf 
Á 
Tough Times Ahead i 
Y.V. Reddy as the RBI governor was very | 
effective on the foreign exchange front (‘Sure , 
Hands, Great Feel; BW, 15 September 2008).| 
His policies helped keep India out of the 
subprime crisis when the entire world was 
reeling under it. His successor D. Subbarao % 
has challenging times ahead. Apart from 
keeping inflation low, he has to take forward ' 
the second phase of banking sector reforms. 
Srinivasan Umashankar, Nagp' 


Count Down 
Comparing a year's socia! spending of the 
Chinese government to the money spent on í 
Olympic Games over seven years is poor 
arithmetic (Whatever It Takes, BW, 15 
September 2008). The Olympics expenditure 
was only one-seventh of the other; and 90 per 
cent of it was for improving city infrastructure 
M. Shairaj, Cochi 
Corrigendum | 
In ‘No Guiding Light’ (BW, 29 September 
2008), the government's plans for additional 
capacity should have read 78 GW, and the 
peak demand in 2004-05 was 88 GW. The 
errors are regretted. 


Letters may have been edited for brevity. j 
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PRESENTING THE SCORPIO AUTOMATIC. 


Did we mention a free leg too? No changing gears. No pumping the clutch, with the Scorpio 
Automatic. The only vehicle in its class* that offers a 6-speed automatic transmission. That makes 
rush hour driving a breeze. Add to it a new age mHawk engine, and other innovative features and 


you have a car that makes a mockery of other cars. 
a ae ce nonin 
tJI U 


fom Mahindra 











6-Speed Automatic Transmission | mHawk Engine | Anti-lock Braking System | Tyretronics | intellipark 


Cruise Control | Rain & Light Sensors” 
Nothing else will do 


Head to your nearest Mahindra dealer to test drive the new Scorpio Automatic today. 
To know more visit www.mahindrascorpio.com or SMS "ScorpioAT" to 57575. 


“The only Indian S.U.V. with a 6-speed automatic transmission **Available only in the Scorpio Vix Automatic 
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Reliance Industries’ oil and 
gas find at KG Basin is set to 
double its revenues, and boos 
India’s domestic energy 
production by 40 per cent. 


Labour Of Violence 
The murder of a CEO by workers in 
Greater Noida has wider implications. 


Helping Hand 
India is lobbying with the US on behalf of 
Ranbaxy after 30 of its drugs were banned 


Skilled Solution 


Rajasthan’s plan to offer free education 
for all is not good enough. 


Turning Tides 
Hollywood filmmakers are now turning 
to Asian sources for funds. 





SUBHABRATA 


The week's strategic corporate moves. 


Can the proposed portfolio for internal 


security help solve India's terror problem: 


Land Laws 


With both Tata and Reliance projects 





running into trouble, it is time to rethink. 
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30 Green Signal 
"The government allows foreign magazines 
|... to launch Indian editions, finally. 
. 82 BadTimes 
The Indian aviation industry is now 
cutting staff to trim costs. | 


| 52 End Of Wall Street 
| The global finance system unravels as 
investment banking hits a messy end. 


TECHTALK 


64. Super Science 
Data from the Large Hadron Collider 
experiment could have various uses. 





« 66 Cloud Computing 
The internet might be able to store all your 
data and even serve as the OS in future. 





< 68 Prevention And Cure 
Pham ma companies are increasingly 
A investingi in vaccine research. 


. IN VOGUE 
.. 7O Ultimate Luxury 


Rolls Royce charisma refuses to die despite 
e presence of many more high-tech cars. 













72 Folk Magic 
Celebrating people's music at the 
agis han International Folk Festival. 


ramifications on global business. Chitra 
| Narayanan checks out the India scenario, 





73 Going Green 
Sales of electric bikes have touched a 
new high in rural India. 


49 Italian Treat 

An exhibition commemorating the evolution 
of Italian design over the past 60 years. 

7/4 Bookmark 

Story of a river; another Partition tale; 

and hunting for a groom. 


COLUMNS 
24 Ashok V. Desai 


American bloggers have a lot to say about 
the Wall Street crisis. 

34 Nayan Chanda 

Global regulation is a must to contain the 
financial pandemic in the US. 








O Paul Samuelson 
The ever-optimistic financial experts tend 
to behave like ostriches. 


OZ James Robertson 
A more representative monetary system 
should replace dollar domination. 








Cover Design by Jyoti Thapa Mani 
Photographs: Satheesh Nair & Bloomberg 


| Listening to stories is a childhood thing. 
| But will audio books offer same comfort? 
| onp Sebastian tunes in. 


nio bags has had interesting 


Total number of pages 
including cover: 78 
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LABOUR RELATIONS 


The 


Why multi- 
national 
companies 
are reluctant 
to invest in 
Uttar Pradesh 


UNDER ATTACK: 
Graziano Transmissioni 
India's office in 
Greater Noida 


IT IS A NIGHTMARE 
most managers live 
with — being attacked 
by disgruntled emplo- 
yees. Still, corporate- 
cide is almost unheard 
of, as workers are typi- 
cally too focused on 
survival to look at mu- 
rder as a resolution of 
industrial dispute. But 
the killing ofthe CEO 
of Graziano Transmi- 
ssioni India, L.K. Ch- 
oudhary, by a rod-wie- 
Iding mob of sacked 
employees in Greater 
Noida has shaken up 
all. It was a case of ut- 
ter failure ofthe la- 


r—————— — € 





"7 P. cs 


bour law machinery. 

It is unfortunate 
that the dispute sim- 
mered for many mon- 
ths and yet the local 
labour commissioner 
failed to enforce a re- 
asonable resolution, 
even when there was 
no ‘professional’ un- 
ion active in the com- 
pany. Its soft handl- 
ing ofthe dispute 
allowed criminal ele- 
ments to get involved, 
which led to the vio- 
lence at Graziano's 
factory in which Cho- 
udhary was killed and 
several other mana- 
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gers were injured. 
The management 
made some basic mis- 
takes, too, in handl- 
ing its labour affairs. 
Unlike other multina- 
tionals in the area, 
which cap local hires 
at 20-25 per cent of 
their total workforce, 
Graziano hired mos- 
tly locally despite the 
notoriety of some of 
the neighbouring vil- 
lages for their crimi- 
nal elements. Instead 
of making an example 
of a few bad elements, 
it forged a mob of en- 
emies by sacking 100 








employees en masse. 
The incident has 


clearly damaged both ™ 


Greater Noida's im- 
age as an industrial 
area and also Uttar 
Pradesh Chief Minis- 
ter Mayawati's image 
as a crime-buster. 

The state has not 
seen any significant 
corporate investment 
since the 1990s. 
Uttar Pradesh could 
do with a dose of 
business confidence; 
instead, such inci- 
dents are alienating 
investors. 

Feroz Ahmed 
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y la h rupees. The ‘photocopying charges’ demanded by an officer from an RTI applicant in Bihar. 
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PHARMACEUTICALS 


“It (the $700-billion bailout of Wall 


Street banks) is financial socialism; it's un-American.” 


Entry Denied 


Why the 
Indian 
government is 
lobbying with 
the US 

for Ranbaxy 


BANNED BUT SAFE: 
The USFDA says that 
the banned drugs are 

safe to consume 


AFTER THE US FOOD 
& Drug Administra- 
tion (FDA) banned 
the entry of 30 drugs 
of Ranbaxy into the 
US citing violations 
in manufacturing and 
quality control regu- 
lations, the Indian 
government is repor- 
tedly willing to lobby 
the US on the drug 
maker's behalf. 
“Ranbaxy has in- 
formed us that those 
violations have been 
corrected, and it 
would now invite the 
FDA to come and in- 
spect its facilities,” an 
official from the Min- 
istry of Commerce 
was recently quoted 
as Saying in a newspa- 
per. Ifthe FDA 
refused to lift its so- 


THE RISE AND FALL 





Mortgage-backed securities (MBS) became a 
popular financial product for banks and security 
firms to sell as the real estate market exploded, 

and then were shunned as their value plunged. 


Non-Agency MBS issuance* 





| $1.2 trillion 


E 


*Not backed by Fannie Mae / Freddie Mac 
Source: Inside Mortgage Finance Publications 


4 
08 


Source: Bloomberg 


BLOOMBERG 





called ‘import alert’, 
the government 
would “discuss the 
matter with the US” 
as a “non-tariff bar- 
rier’, the official said. 
Why is the Indian 
government carrying 
a brief for Ranbaxy? 
The FDA has clarified 
that Ranbaxy’s drugs 
are still fit for con- 
sumption and that 
the violations in- 
volved processes and 
documentation. It 
continues to approve 





drugs from other In- Indian medicines. performance. 
dian firms. Moreover, Gauri Kamath 
FOREIGN INVES TIENI. 
` FOREIGN DIRECT INVESTMENT (FDI) INTO Experts feel that India should re- 
sio! examine its existing FDI policy. 
stment R “Openness and introspection is 
e on Trac Premila Nazareth Satyanand, an 
in India will need an investment water and mineral in India will 
of $99 billion per annum. Of this, attract high FDI inflow over the 





ute 


is the Indian govern- 
ment in a position to 
cross swords with the 
FDA? India is collab- 
orating with the FDA 
for training its own 
staff on regulatory is- 
sues, and standard 
setting for evaluating 
drug manufacturers. 
Ironically, this coop- 
eration has been hai- 
led by a section of In- 
dias drug industry as 
a way to contain 
doubts cast on the 
quality and safety of 


| for Policy Research, New Delhi. 
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Taro Aso, who was 
chosen as the 
leader of Japan’s 
ruling Liberal 
Democratic Party 
earlier this week, 
has been officially 
declared the coun- 
try’s prime minis- 
ter. Aso becomes 
the third prime 
minister of the 
country in the 
space of two years. 
He replaces Yasuo 
Fukuda, who 
resigned earlier 
this month in 
response to severe 
criticism about his 


RAISING 
A STORM 


The 63rd session 
of the UN General 
Assembly saw US 
President Bush 
give his final 
speech but 

it was Iranian 
President Mah- 
moud Ahmadinejad 
who stole the 
thunder. He said 
the financial crisis 
is due to the US’s 
excessive spending 
on military and that 
the “American 
empire will 

soon end”. 


EDUCATION 


Free For All 


Is Rajasthan 
government’s 
‘free edu- 
cation’ 
scheme a 
good idea? 





Reality 
Check 


POLL TIMES ARE INSPI- 
ring times for politi- 
cians. They do things 
that they don’t give a 
thought to during 
their entire tenure. 


For instance, Rajas- 
than Chief Minister 
Vasundhara Raje has 
announced free edu- 
cation in government 
schools till Class XII. 


TRIBHUWAN SHARMA 


But free education is 
not the panacea to the 
problem of low lite- 
racy levels. What is 
needed is to bring the 
dropout rate down 
through incentives to 
ensure completion of 
education by all at 
least till Class XII. 
Once that is done. 
comes the role of skill 
development, where 
the government alone 
cannot cope. After 
getting flak from the 
PMO for doing preci- 
ous little on that front, 
the private sector, un- 
der the aegis of CII, 
has for the first time 
set up a skill develop- 
ment centre in Chhin- 
dwara in Madhya 
Pradesh. If successful, 
it will be a big step 
forward in public- 
private partnership. 


Shalini S. Sharma 











African Impasse 


SOUTH AFRICA IS IN POLITICAL CHAOS AFTER 
11 Cabinet ministers resigned on 23 Sept- 
ember in support of President Thabo 
Mbeki, who recently resigned after losing 
a power struggle in the ruling African 
National Congress (ANC). The ANC has 
appointed Kgalema Motlanthe as a care- 
taker president. Jacob Zuma, the ANC 
president and Mbeki's rival, cannot take 
over as president until elected. The next 
election is expected in April next year. 


The Large Hadron Collider, launched with much fanfare on 10 September, has been halted 
until next year after a tonne of liquid helium leaked out into the 27-km long tunnel. 
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HOME LOANS 


GOOD TIMES AHEAD 


HOME LOAN RATES MAY 
well be on their way 
down. If the political 
grapevine is to be 
believed, the Congr- 
ess leadership is 
keen that interest 
rates soften a bit du- 
ring the festive sea- 
son to give middle- 
class borrowers some- 
thing to cheer about. 
Lenders now 
charge 13.5 per cent 
per annum on a 20- 
year home loan, up 
from 7.5 per cent 
levels five years ago. 
Given that home 
loans form the bigg- 
est component in the 
retail books of banks, 


Why 
Hollywood 
filmmakers 
are turning to 
Asian sources 
for funds 


LOOKING WEST: Anil 
Ambani has announced 
big growth plans inclu- 
ding ventures with Brad 
Pitt and George Clooney 








the feeling is that an 
easing of rates will 
keep this constituen- 
cy of borrowers 
happy, more so that 
inflation is showing 
signs of easing. Such 
a move will have a 
multiplier effect on 
the economy as well. 


IN ONE OF THE BIGGEST 


deals involving an 
Indian media firm, 
Hollywood producer 
Steven Spielberg has 
finalised a pact to 
secure at least $500 
million in funding 
from Anil Ambani's 


Reliance Big 

Entertainment. 
While Indian me- 

dia reports talked of a 





The biggest indicator 
is that the Reserve 
Bank of India has 
switched track and 
started to infuse 
liquidity. 

Signs of small 
cheer may well be 
in the offing. 

Raghu Mohan 


ENTERTAINMENT 


BEST GLOBAL BRANDS 


Coca-Cola 


IBM Corp. 


Nokia 
Toyota 


Intel Corp. 


WU OO N OY Ul > Ú PN = 


Disney 


10 Google 


Figures are 2008 brand value in $billion 


Realising 
Big Dreams 


$1.5-billion infusion 
by Ambani that pur- 
portedly includes a 
J.P. Morgan credit 
line of $500 million, 


BLOOMBERG 


reports from Holly- 
wood said Spielberg 
would bring in $500 
million into the joint 
venture (JV) through 
J.P. Morgan Securi- 
ties. The joint funding 
will recreate Spiel- 
berg’s DreamWorks 
as a private company, 
allowing it to sever its 
current ties with 
Paramount Pictures. 
Although the ann- 
ouncement to form 
the JV came a couple 
of months ago, 
speculation was rife 
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McDonald’ 


Microsoft Corp. 


General Electric 


S 


Source: Interbrand 


that the proposed 
alliance may not 
materialise. Now that 
the marriage has 
taken place, the JV 
will be watched with 
interest as Ambani 
has announced big 
growth plans that 
include possible 
ventures with the 
likes of Brad Pitt and 
George Clooney. 

That Hollywood’s 
most successful 


filmmaker had to wait 


before he could 
secure funding 
reflects the drying up 
of credit lines in 
Hollywood, and an 
increasing number of 


filmmakers turning to 


Indian and Asian 
sources for funds. 


Gurbir Singh 


Dillion dollars. The amount Microsoft will be spending over five years to buy back its own shares. 
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Life is all about living it to the fullest and sometimes, this can also mean doing away with the rules 
that stifle our spirit. That's why 94.3 MY FM gives its listeners the right blend of fun, masti and 
entertainment so that they can live...dil se! No wonder, 94.3 MY FM is youth's (18-34 years) 
favourite across |7 cities in 7 states. So for a super cool media plan that will change all rules, just 
make sure that 94.3 MY FM isa part of it 


ress enguiry, SMS MYFMSALES to 54567 or email at myfmsales@myfmindia.net 


www myfimindia.com 


itsar, Jalandhar Haryana: Chandi 
Madhya Pradesh: Bhopal, indore, Gwalior, Jabalpur Chhattisgarh: Raipur, Bilaspur Maharashtra: Nagp 


asnata ut Quan re eh rt sro rte Me PA rS REIN T te Po he rent rth re ined re eor e guru erat ra naa aman tA ET AAA CSM He teeta idum demam m asan mnaman — 


"DB Corp Limited proposes, subiect to receipt of requisite approvals, market conditions and other considerations, to make an initial public 
prospectus ('ORHP"! with the Securities and Exchange Board of india "SEBI"). The DRHP is available on the website of the SEB! at www 
managers at www.enam.com, www. citibank.co.in and www.kotak.com, Investors should n 

reter to the sectinn tiiad 'Risk Factars' af the RHP” 





Fianchetto The week's strategic moves and the movers who made them 








Alternative options New horizons Smart move 
Reliance Power, an UAE's telecom giant Barely a month after 
ADAG company, is Etisalat has acquired it launched Chrome, w 
investing Rs 60,000 a 45 per cent stake in a Web browser for 
crore in alternative Mumbai-based Swan desktop computers, 
energy resources such Telecom for $900 Google has launched 
as hydroelectric, million. This will give its first-ever mobile 
wind, solar and fuel the Dubai-based phone — G1. The 
cell-based power. company — which š phone, made by the 
The company will already has operati- £; Taiwanese electronics 
generate about ons in Pakistan, m maker HTC, runs 
5,000 MW from Afghanistan and In- 4 Google's new mobile 
hydroelectric energy, donesia — a foothold phone operating 
says Anil Ambani, in India. Swan Tele- Air India gets US Green project system, Android. 
chairman of Reliance com holds universal bank guarantees Bharat Renewable "This is as good a 
Power. "We will focus access service licen- Air India has signed Energy, a joint ven- computer as you had 
on the north-eastern ces in 13 telecom a $550-million deal ture of Bharat Petro- a few years ago,” says 
region for our hydro- circles across India. with the US Exim leum Corporation, Google's co-founder 
projects.” Bank to finance the Nandan Biomatrix Larry Page. 
SunshinesintheUS purchase of eight and Shapoorji Pallo- 
Mumbai-based Sun Boeing aircraft. nji Co., is investing 
Pharmaceutical Ind- The US Exim Bank Rs 2,200 crore to 
ustries has got US will provide gua- produce bio-diesel 
Food and Drug Ad- rantee for the $550- from jatropha. In the 
ministration approval million finance first phase, 1 million 
to market generic to be provided by acres of wasteland in 
< versions of Parapla- the Standard Uttar Pradesh will be 
f tin, used to treat ova- Chartered Bank, brought under 
š rian cancer. This will ^X which in turn is jatropha plantation, Š 
= give Sun access to a guaranteed by the which will produce š 
Ë $45-million market. government of India. diesel in three years. = 
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NATION (SM) | > India ed 

EnCana Brasil Petroleo Brazil VB (Brasil) Petroleo Brazil* 283.00 diea 

; a eee | , ! i — Singapore eee 
Shriram Retail Holdings India TPG India Investments Inc. — India 120.00 9 Ses 
Shriram City Union India Shriram Retail Holdings India 9412 | 605 Malaysia P 
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Sofinter Italy Gammon India India 100 — | BELT noe ^" No. of deals VER 
Biotor Industries India Morgan Stanley Private Equity US 52.62 — — L2! Philippines Ill] Deal value SË 
MSE Power Systems Inc. US Crompton Greaves India 16.00 i 641 

| | te ie | 30 — Kazakhstan , 
; Mather & Platt Pumps “India  Wilo SE ! Germany ` 11.02 a 4.44 d 
EuroKids International ^ India Educomp Solutions India 86 DN i M » Taiwan P 
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Thrust on retail 
Mumbai-based 
textiles maker Alok 
Industries is hiving 
off its retail opera- 
tions as a separate 
division. To streng- 
then the retail 
division, Alok Retail 
(India), the company 
will open 500 new 
stores by 2010. Out 
of this, 215 stores will 
be opened by March 
2009, says Umang 
Garg, vice-president 
(domestic business), 
Alok Industries. 


Tatas’ Aussie foray 
Tata Steel, led by ma- 
naging director 

B. Muthuraman, has 
picked up a 7.29 per 
cent stake in Austra- 
lia’s Riversdale Min- 
ing. The Tata Group 
company already has 
an association with 
Riversdale; last year, 
the company had 







10 15 





NJIT KUNDU 


No. of deals 





$5 billion now and 
will have the option 
of buying stock worth 
another $5 billion 
anytime over the next 
five years. “Goldman 
Sachs is an exceptio- 
nal institution,” 
Buffett said in a 
statement. 





Hyundai in Brazil 
South Korea’s largest 
carmaker Hyundai 
Motor is building a 
$600-million auto 
plant in Brazil. “As 
demand in traditio- 


signed a $100-mil- 
lion agreement with 
Riversdale for a 35 
per cent stake in two 
of its coal tenements 
in Mozambique, in 
return for the right to 
buy 40 per cent of 
coal produced. 


Long-term 
investment 

US billionaire inve- 
stor Warren Buffett- 
led Berkshire Hath- 
way and Goldman 
Sachs have signed a 
deal. Buffett will buy 
shares worth 


20 25 30 35 


Merrill Lynch 
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US 


nal markets such as 
the US and western 
Europe stabilises, 
securing sales in 
emerging markets 
such as Brazil is key 
to Hyundai Motor’s 
sustainable growth 
and success,” the 
company said in a 
statement. The 
Brazil plant is 
expected to have an 
annual production 
capacity of 100,000 
vehicles when 
construction is 
completed in 2011. 





Raising the bar 
New Delhi-based 
storage device maker 
Moser Baer India is 


raising Rs 415 crore 
from a consortium of 
global investors to 
fund its expansion 
plans. The money 
will be used to fund 
the capacity expan- 
sion of its crystalline 
silicon and thin film 
solar verticals, the 
company said in a 
statement. Moser 
Baer is also setting up 
a thin film plant near 
Chennai. 
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South Korea 5,766.10 
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Quick Take 


Can the proposed portfolio for internal 
security help solve Indias terror problem? 


We asked... Bharat Karnad, professor, Centre for Policy Research; Radha Kumar, director (Nelson Mandela Center for 
Peace and Conflict Resolution), Jamia Milia Islamia; Parth J. Shah, founder and president, Centre for Civil Society; Bibek Debroy, 
professor, Centre for Policy Research; Santosh Mangal, chief managing director, Nexgen edusolutions; Kapil Aggarwal, director- 
commercial lines, Optima Insurance Brokers; Anurag Vibhuti, head-security electronics, Global Business Dimensions; Shashi 
Azad, additional general secretary (Delhi South), Bharat Vikas Parishad; Sanjay Vakaria, director-marketing, Spykar Lifestyles 
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*'* Creation of a new portfolio will 66 Until politics rises above caste, $6 The political will to fight ter- 


bring in fresh thought to rein creed and religion, any number of rorism has to be strong. Creating 
in terrorism. $$ portfolios won't help. 99 another portfolio isn't enough. 99 
Kapil Aggarwal, director-commer- Santosh Mangal, CMD, Shashi Azad, additional general 
cial lines, Optima Insurance Brokers Nexgen edusolutions secretary, Bharat Vikas Parishad 


YES BECAUSE: Union Home Minister Shivraj Patil's abject failure is beyond doubt. Terror 
strikes have not only upset civilian life, but have also affected business and investors' confidence. For 
example, in Pakistan, the cancellation of cricket tours has hurt advertising revenues. Even British 
Airways has suspended flights after the Islamabad blast. India has managed to attract foreign 
investments only because of its image as a thriving democracy with a stable law and order situation. 
Creating a portfolio that would directly address security concerns — particularly terrorism — shows that 
the government is serious about protecting India's interests. A single portfolio for managing terrorism 
will certainly be more effective than merely relying on intelligence agencies and police. 





NO BEGAUSE: After the terror attack on Parliament, there was talk of integrating India's 
security agencies under one body. The trouble is each agency wants to protect its own turf. So, it falls 
N O on the home minister to make sure everyone is acting in national interest. Patil failed miserably at 
this job — doing little to coordinate the various agencies, and even less to pursue serious reforms. If 
O the government was really concerned about national interest, it would replace him right away. Even if 
50 / O the Congress wins the next elections, Patil will certainly not be the home minister. And neither will the 
proposed post that allows Patil to keep his Cabinet rank while getting someone else to do his work, and 
help cover up administrative lapses. 


MAYBE BECAUSE: Shunting Patil out of power is politically unacceptable. So the 


government has proposed a fig leaf to bring in someone, who will be more hands-on to make critical 
decisions. Internal security does require special attention, which it has been not been receiving for 
years. However, for this person to be effective, he/she will need political and bureaucratic support. The 
US’s Homeland Security Agency has such a mandate and has been effective — no terror attacks have 
taken place in the US after 9/11. The trouble is there needs to be a deep systemic reform right from 
the police to intelligence gathering to decision-making, within the Cabinet and Parliament. Whether this 
will cut through the ever-present government inertia is highly doubtful. 
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Who gets to drivel” 


In the ŠkodaFabia you'll see that comfort was never such a superlative ex 


effortless, with fully-adjustable tront seats and steering 
—" , A i - " i i rt ra i . . w 
more. With conveni storage spaces, ample leg rooli 


nfort that awaits vou. Drive the SkodaFabia V ( 


MITT EI abia, thy 
official car of the 


LAKME 1.4 TDI PD Diesel Engine | 1.4 MPI Petrol Engine | 1.2 HTP MPI Petrol Engine | 185/60 R 14 
EA HI N Tubeless Tyres | Electro-hydraulic Power Steering | Alloy Wheels | Power Mirrors & Windows | 
| WI r K Rear Parktronic Sensors | Electric Sunroof | Projector Headlamps | Fully Adjustable Front Seats ——a 
TT and Steering Wheel | CD MP3 Player | Aux-in Audio Input | Dual Front Airbags | ABS | MSR | Dual = 1 
Rate Brake Assist | Remote Keyless Entry | Engine Immobiliser | High Visibility Package | = Im =) 
Intelligent Storage Solution Because you re special 


Call 24 Hr. Helpline No. 0240-2475999. SMS 'FABIA' to 56677 to test drive or visit www.fabiafeelspecial.com 
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100 monthly prizes of 





For details about the contest visit hp.com/in/cartridges 


"Duration of Gold Promo 25th June 2008 to 15th December 2008. To participate, buy any 2 eligible original cartridges. Each cartridge will carry a unique 20-digit alphanumeric e-coupon no. which you have to register on 
Do retain the purchase invoice as winners will have to submit a photocopy 
"Results of 3rd party testing, commissioned by HP, done by TUV SUD PSB Pte. Ltd. Ink cartridges tested 45a, 78a, 56a & 57a. Full report at: hp.com/in/cartridges “Savings of up to 40% is applicable only in the price differe 


| v le 
r . TIN 
mu ad N Ú 
net NT tT 
A? pe 


* 
v 
i 

* 
hi 


9 I 
J £^ 
l 

Ld 

iv 


he cs r- 


^ PRINTS 


HP ORIGINAL INK CARTRIDGES GIVE YOU 2.4 TIMES” 
MORE PRINTS THAN REFILLS. AND MORE. 


UP TO 4096 SAVINGS AVOID HIDDEIN COSIS 


Wilh our extended range of products, Refilled cartridges sometimes leak and clog 
such os Simple Black Inks, Twin Pocks ihe printer nozzle, eventually leading to 

and Combo Packs, you can save maintenance cost, or even likely printer 

up to 40% on the retail price of a damages. With an Original HP Print Cartridge, 
regular HP Print Cartridge. you can be assured of quality and reliability. 


WHAT DoYoU Hive SAY? 


The promo is valid on the following original HP cartridges: 


⁄ 
| | 
| 

| Inks: HP45, HP78, HP20, HP21, HP15, HP56, HP57, HP10, HP11, HP18, HP88XL Combo Packs: HP27+28, 


| j 
HP56+ 57, HP21+22 Twin Packs: HP56, HP27, HP45, HP15, HP21 Triple Packs: HP45, HP15 Toner: 12A | y 
— — Twin/Combo pack will be treated as 2 cartridges and Triple Pack cs 3 cartridges ———— ——' i 


For free delivery of cartridges SMS ‘ORG’ to 57575 or call 1800 4254 999 or 3030 4499 (from mobile, prefix your STD code) 
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American 
Views 


by ashok v. desai 


THE WALL STREET CRISIS IS GOING TO LAST; 
there will be time enough for wisdom about 
it. This time I want to relate what American 
bloggers are saying about it. 

According to John, as US officials were de- 
ciding in August whether to take over Fannie 
Mae and Freddie Mac, Chinese investors 
were reducing their holdings in both. The 
Treasury told China that a cash infusion was 
in the works. Wang Qishan, vice-premier of 
the Chinese State Council, had originally 
traveled to Los Angeles on 14 September for 
trade talks. But as new shocks hit, Wang flew 
to Washington to meet Treasury Secretary 





The horse 


Barry told them that Lehman Brothers was 
like the little kid pulling the tail of a dog. You 
know the kid is going to get hurt eventually, 
so no one is surprised when the dog turns 
around and bites the kid. But the kid only 
hurts himself, so no one cares that much. 
Bear Stearns is the little pyro — the kid who 
was always playing with matches. He could 
harm not only himself, but burn his own 
house down, even the entire neighborhood. 
The Fed stepped in not to protect him, but 
the rest ofthe block. AIG is the kid who acci- 
dentally stumbled into a bio-tech warfare lab 
.. found all these unlabeled vials, and 
headed out to the playground with a handful 
ofthem jammed into his pockets. 

Mw added that Federal Reserve was the 
babysitter who gave the kids the dog and the 
matches and forgot to lock the door to the 
lab. The politicians hired the baby sitter. 
Mark said that Federal Reserve was the 
crappy parent who let the kid become big, fat 
and diabetic and was now seeking redemp- 
tion by putting the whole family on a diet of 


Henry M. Paulson Jr. He sought assurances rice and beans until the junior could take a 
that if the Chinese government were to en- Was let out of walk around the block without gasping for 
courage its companies to seek investments in the stable air or passing out from having to haul his 
the US, the deals would not face the same years ago; own fat ass more than two feet. 

political opposition that had undone past x Jeff M added that Freddie and Fannie 
Chinese investment proposals. He got some. you can t were the children that bought bad meat and 


Andy Xie, who was formerly Morgan 
Stanley's chief Asia economist, wrote that 
the United States needed to accept that a 
large volume of US assets must be trans- 
ferred to other countries’ ownership. If it did 
not, it would have to print money and the 
dollar would fall. And we would be headed 
toward a global financial meltdown. To this, 
Freygo said, “Well, let's see if the Chinese send representa- 
tives to the now-servile US Congress to testify at hearings 
and instruct them on how to vote on the “bailout”. By rights, 
they should. They could ask Paulson to grovel and kiss their 
feet, too, for all the news cameras. They own him now.” 

DC predicted hyperinflation. “Foreign governments have 
gotten the high sign that the US is going to inflate away the 
debt (disguised default). The dollars are coming home and 
inflation is going to the moon... But hey, look on the bright 
side! No more mortgage crises. I do recommend, however, 
that you take 100 dollar bill pocket change for tips at bars 
and restaurants when you buy your $600 steaks. No, civi- 
lization isn't going to fall apart. No, you don't have to stock 
up on ammo and guns or barricade the driveway. Yes, you are 
going to be poor.” 

The Daily Show, a popular television show, asked Barry 
Ritholtz for a layman's explanation of what had gone wrong. 


push him 
back into the 
toothpaste 


made up poisonous sandwiches. Ben made a 
correction: that Drexel was the kid with the 
dog, LTCM was the pyro, and the Fed over 
the last ten years planted the easy money 
nuke mines that are now exploding. The 
horse was let out years ago and you can't 
push him back into a toothpaste tube. In Will 
Divides view, if the US were a start-up com- 
pany out of operating capital, needing external financing, 
there would be one simple, swift, painful solution: recapital- 
ization. An entity with sufficient resources would step in and 
zero-out the old regime, and provide the resources and im- 
petus to move forward. 

Winston Munn suggested that everyone should band to- 
gether and boycott the stock market. Joe Klein said, *The so- 
lution to financing this 500 billion to 1 trillion mess is sim- 
ple... Raise taxes on everyone who benefited from the excess 
— those who make 1 million a year should have their tax 
raised from 35 per cent now to 55-75 per cent to pay offtheir 
problem. Why should the poor and middle class pay for this 
— just so Goldman Sachs can hand out another 18 billion (in 
2007) or 16 billion (in 2006) in bonuses?" 


tube 











The authors Consultant Editor of Businessworld. 
ashok.desai (à) gmail.com 
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EOS-1Ds Mark Il 


Canon brings spectacular image quality to life in photographic works worthy of being called art. 
Made possible by Canon's stunning 21.1-megapixel full-frame CMOS sensor, high-speed dual ` : 





DIGIC IIl image processors, and a wide range of interchangeable lenses, all + ii : 
designed for creative freedom. Enabling powerful digital artistry that surpasses (20 
the demanding requirements of professionals. For those with a rich imagination à ; ! 


EF Lenses 
and lofty aspirations, Canon pursues innovation that is truly state-of-the-art. mw 


@ 2008 Canon Inc. canon.com 





Stalling of 
the Nano 
and Ambani 
SEZ spells 
trouble for 
India Inc. 


AN EYE ON POWER: 
Mamata Banerjee used 
the Singur issue for 
political gains 
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Acres Of 
Trouble 


by Gurbir Singh 


CORPORATE INDIA'S BIGGIES HAVE ‘LANDED’ IN 
trouble of unanticipated dimensions, trouble 
that brings with it a sense of disquiet for the 
future of large-scale industrialisation in the 
country. For Tata Motors, its tryst with history 
in rolling out the Rs 1-lakh car, Nano, has swi- 
ftly turned into a nightmare. The bludgeoning 
of two security guards at the company’s Singur 
plant on the night of 22 September — coming 
after the roughing up of some other employees 
at the plant last month — and unyielding politi- 
cal brinkmanship from Trinamool Congress 
leader Mamata Banerjee appear to have finally 
exhausted Tatas’ patience. The evacuation of 
heavy machinery since the evening of 23 Sep- 
tember has more or less signalled the end of the 
Tatas’ small-car venture in West Bengal. 

The other heavyweight project that now 
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seems a non-starter is the 10,000-hectare 
MahaMumbai special economic zone (SEZ) in 
Raigad, Maharashtra, promoted by Reliance 
Industries Chairman Mukesh Ambani and his 
close associate Anand Jain, chairman of Jai 
Corp. Exit polls for the referendum held on 21 
September showed that farmers from 22 villa- 
ges overwhelmingly voting against the project. 
These villages in the command area of the pro- 
posed Hetwane dam are spread over 3,000 
hectares. Besides, opposition to the SEZ is 
spreading with sections of the ruling Congress 
Party, too, now backing the farmers protests. 
Such high-profile industrial projects on farm 
land hitting a wall around the same time points 
to the need for reform and change in the way 
land is acquired in India for more than a hun- 
dred years. Can political and corporate leader- 
ship redefine the parameters of land acquisition 
quickly? Unlikely, but there is a flicker of hope. 


In such skirmishes, the state and its people have 
as much to lose as the company, if not more. It 
will be a painful relocation for Tata Motors and 
several hundred crores in investment will go 
down the drain. But the Nano project, with a lit- 
tle delay, will kick off soon enough. Chief minis- 
ters of states from Maharashtra to Jharkhand to 
Karnataka have offered to host the Nano plant. 
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WILL IT TAKE OFF? 
The map of 

the proposed 
MahaMumbai SEZ 


The company could also look at its 900-acre 
bus-building facility (in a joint venture with 
Brazil’s Marcopolo) in Dharwad, Karnataka, 
just 400 km from its Pune headquarters, or 
even do a soft launch from Pantnagar in 
Uttarakhand or from its Pune facilities. 

But for West Bengal, the implications of Tatas’ 
withdrawal from Singur are more serious. 
Already, a few trade teams from Europe and 
other places have cancelled their visits, deepen- 
ing the sense of uncertainty about doing bu- 
siness in the state. “Tatas are right in backing 
out,” says Chandrajit Banerjee, director-general 
of the Confederation of Indian Industry. “But it 
will be a huge setback for Bengal’s development.” 
The 10,000-plus jobs that would have been gen- 
erated at Singur will now go to Karnataka or 
elsewhere. West Bengal has 1.7 million rural ed- 
ucated unemployed, who are unlikely to go back 
to tilling the land. The cascading effect of poten- 
tial jobs lost would be gargantuan. 

Trinamool’s Banerjee, unflinching on her 
demand for the return of 300 acres to unwilling 
farmers, can be blamed for pushing the enve- 
lope too far. Smelling the possibility of taking 
over Writers Building, Banerjee does not mind 
gambling with the state’s long-term interests. 
But that does not excuse the Left Front govern- 
ment — which had by May 2006 given the nod 
to acquire 36,325 acres of land — of being pri- 
marily responsible for the mess. For two years 
since notification for the takeover of 1,000 acres 
in Singur, the government did not discuss the 
issues of land requirement for the Nano project, 
land price and rehabilitation of the displaced, 
with the local people. Tailoring compensation 
packages to each round of protests has only 
given rise to greater opposition. 





SANJIT KUNDU 


land acquisition 


MahaMumbai SEZ has also seen similar bun- 
gling. Before the notification of SEZ projects, 
especially one that covers 10,000 hectares, the 
process of acquiring the land needs to be detai- 
led and settled. But nothing of the sort was 
done. After the SEZ was notified, Raigad’s dis- 
trict collector began the acquisition process on 
behalf of Reliance Industries till local protests 
stalled him. When the agitation reached the 
precincts of the legislative assembly with local 
leader N.D. Patil launching a sit-in, Chief Min- 
ister Vilasrao Deshmukh threw up his hands 
and said the government would not be a party 
to the land acquisition process. 

The lesson to be learnt is that the provisions of 
the 1894 Land Acquisition Act will not work 
anymore. In earlier rounds of land acquisition in 
rural areas, land was given a value as it existed at 
the time of acquisition. But rural folk have now 
learnt that land, once acquired and developed, 
appreciates ten-fold in value. So they are right in 
demanding a piece of the ‘development’ pie. Ac- 
quisition of land will become increasingly diffi- 
cult if a fair price is not negotiated at the start. 


Make Them Stakeholders 

A possible way out is to include landowners as 
stake owners in industrial projects. Former 
West Bengal Finance Minister Ashok Mitra has 
proposed reworking the Singur model by creat- 
ing a special-purpose vehicle for the Nano proj- 
ect with the state government holding 25 per 
cent of the equity. In turn, the West Bengal gov- 
ernment would be required to rework the land 
compensation to provide much higher returns 
to farmers and also transfer half its stake to 
those who have contributed the land. This 
would allow the latter a share in the Nano's 
profits in the long term. 

A beginning has been made, ironically, in 
West Bengal itself. The Sajjan Jindal-promoted 
JSW Steel, which has got 4,300 acres in West 
Midnapore district for a steel plant, has allotted 
shares of the company as part of the compensa- 
tion package to the 741 families who have lost 
their land. 

"There is a shift in thinking away from 
regarding agriculture as a holy cow,” says well- 
known constitutional lawyer Navroz Seervai. 
^With 50 per cent of the population shifting to 
urban areas, agriculture has to be seen in a new 
perspective." As productivity of both land and 
labour improves with technology and scientific 
cultivation, the number of 'farmers' required to 
till the land will progressively decline. The faster 
this is realised, the easier it will be to negotiate 
fair and humane deals for development projects. 
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Making 
Headlines 


by Gurbir Singh 


MEDIA GROUPS IN INDIA WAITING TO LAUNCH 
magazines with foreign titles just received a 
shot inthe arm with the Union Cabinet clearing 
an Information & Broadcasting (I&B) Ministry 
proposal to allow foreign news magazines to 
bring out Indian editions in the country. 

The new policy will immediately benefit com- 
panies such as Network18 and Ananda Bazaar 
Patrika, which owns BW. The former has anno- 
unced atie-up to publish a Forbes-branded fort- 
nightly in India, and the latter plans to issue a 
local version of Fortune. But the earlier ban on 
foreign newspapers and general interest maga- 
zines had allowed rival media companies to 
lobby against both magazines' launch. 

Although foreign investors in general-interest 
and business magazines with foreign titles pub- 
lished in India will be able to bring in a maxi- 
mum of 26 per cent ofthe equity — unlike niche 
publications that can bring in 100 per cent — it 
will still be a big deal for the struggling Indian 
magazine industry. Investing in publications 

that have good brand value will be an attractive 
proposition to investors, and for their Indian 
partners, a significant source of funding. 
Developed markets have been reporting a 
continuous fall in the circulation of the 
printed word. In the US, print revenues ba- 
rely account for 28 per cent of the advertis- 
ing pie and the figures released by the 

Newspaper Association of America show 

that the decline of newspapers is more 
rapid than previously thought. Total print ad- 
vertising revenue in 2007 plunged 9.4 per cent 
to $42 billion compared to 2006. Within this, 
magazine publishing is perceived to have suf- 

fered the most. In India, though print publish- 
ing is still marginally ahead of television with 
about 46 per cent of the ad pie, circulation of 
both newspapers and magazines has been 
dropping precipitously. 
According to Torstein-Joern Klein, presi- 
dent of the German G+J International 
Group that publishes about 300 titles inclu- 
ding the well-known Stern, the drop in 
circulation of magazines is a normal pheno- 
menon of developed markets, but these markets 





Exciting 
times await 
India's 
struggling 
magazine 
industry 



















have seen ad rates and 
revenue go up. Talking 
at Indian Magazine 
Congress, organised by 
the Association of 
Indian Magazines 
(AIM) in Mumbai 
last week, he said, 
"Even with shrink- 
ing readership, the 
target group offe- 
red by magazines 

to advertisers is 
attractive. The European 
experience, Klein said, 
showed television or 
other platforms do not 
take away from maga- 
zines. “Brands have 
found that they need 
both TV and maga- 
zines to create the 
right buzz.” 

Klein, however, 
warned that the 
excessively low 
cover pricing and 
ad rates threaten viability of 
Indian periodicals. “By undercutting your 
competitor through low pricing, you lower your 
margins. Remember, your competition is your 
partner in the long run.” 

Are readers reading less and less? According 
to Prakash Iyer, CEO of Infomedia, readership 
is not falling; it is changing in favour of reduced 
text and more visuals. “Just because people are 
wearing shorter skirts, it doesn’t mean wearing 
clothes is going out of fashion,” he said. 

According to World Wide Media (WWM) 
CEO Tarun Rai, new technology should be 
treated more as an opportunity — not as a 
threat — to expand audiences across various 
platforms. Top Gear magazine originated as a 
TV show, while both Femina and Filmfare were 
not just magazines but platforms for holding 
revenue-earning events. “Better Homes & 
Gardens is earning more from the garden 
merchandise it sells than from circulation and 
advertising,” said Donald Kummerfeld, presi- 
dent of the Federation of International Periodi- 
cals Publishers (FIPP). 

“Ted Turner more than a decade ago predic- 
ted that by 2000 there would be no paper or ink 
and people will be doing all their reading on the 
screen, said Kummerfeld, referring to the Time 
Warner chief’s prophesy. “It is 2008 and we are 
still reading and publishing magazines.” 


gurbir.singh@abp.in 
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S P Jain presents the Global MBA Program that opens global opportunities for you 


Q. What is unique about this program? 

A: The Global MBA is a unique program designed to help participants 
lead and manage in a global world. The program itself is in two vibrant 
business capitals - Dubai and Singapore thus exposing participants to 
a global business environment. Students from several countries are 
part of the program and are taught by a global faculty team. The 
curriculum too is globalised and includes many soft skills training like 
cross-cultural sensitivity. 


Q. Why is it a one year program? 

A: The program is designed for working executives who prefer to take 
only one year off so that they can get back to work sooner. The 
curriculum however is over 1000 hours as in a typical 2 year program. 
These executives are very bright and ambitious and prepared to work 
twice as hard and sacrifice holidays in order to save one year. 


Q. Why are there so many super specializations? 

A: Recruiters say that conventional MBA participants lack in-depth 
domain knowledge. The 9 super specializations - Investment Banking, 
Wealth Management, Banking Management, Retail Management, 
Services Marketing & Management, Product Marketing & 


Management, Global Logistics & Supply Chain Management, 
Information Technology Management and Global Human Resources 
Management 


ensure that a participant has mastery over a chosen 


M CENTER OF 
NES MANAGEMENT 
E] DUBAI * SINGAPORE 





area. This has been widely appreciated by the industry and gives our 
participants a tangible edge. 


Q. What about the faculty? 

A: Top professors from all over the world take courses so that students 
get a global perspective. A combination of outstanding academicians 
and experienced industry professionals provide an excellent blend of 
theory and practice. Our participants say that our remarkable faculty is 
one of our greatest strengths. 


Q. What are the admission's criteria? 

A: An attempt is made to identify and groom tomorrow's CEO. An ideal 
participant would have at least three years of work experience, 
excellent academics, high aptitude test scores and have strong 
communication skills with demonstrated leadership qualities. Less than 
5% of the applicants get admitted. 


Q. What is your placements record? 

A: We have had a 10096 placements record. To cater to the growing 
need for global jobs we have placements offices in Dubai, Singapore, 
Australia and India. Shortly, this list will include more countries. The 
starting salary of our participants is one of the highest among Indian 
business schools and full details are available on our website. 






among institutions of higher learning in 
the UAE, by AC Nielsen the world 
renowned Marketing Research agency 
in a brand perception audit conducted 
with leading local Corporates. 


Last date for application October 6, 2008 





Mumbai: *91 22 32906596/97 


Dubai: +9714 4291234 


Singapore: *65 62704748 


* S P Jain claim based on research conducted by Nielsen, UAE. Field Work Dates - 12th May to 15th June 2008, Sample Size - 100, Population Details - HR 


Managers/Recruitment in-charge of leading corporate organisations 
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AIR POCKET: Airlines 
are trying several 
options to curtail losses 
in the business 


After hiking 
fares, 
airlines 

are cutting 
jobs to 
trim costs 


Pressure 


by Vishal Krishna 


NOTHING SEEMS TO BE WORKING FOR THE INDIAN 
aviation industry. The word 'rahtid, used com- 
monly in West Indies meaning 'anything is bad; 
sits apt for the sector. First, the air fares had to 
be raised. Then came the layoffs or downsizing 
of staff. Lately, the investors have been crying 
for consolidation. The reason: the International 
Air Transport Association (IATA) estimates 
global losses for the airline industry to be $5 bil- 
lion this year. India accounts for 45 per cent of 
that amount. 

With crude oil prices touching $140 a barrel 
last month, air turbine fuel (ATF) prices soared 
to an average of Rs 77,000 per kilolitre. Crude 
oil is now hovering around $100 per barrel, so 
the ATF cost is slightly down to Rs 60,000 per 
kilolitre. Add to that another 23 per cent as ex- 
cise duty and customs charge. “Even with rising 
fuel prices, companies did not want to raise 
fares. But it was unavoidable,” says Animesh 
Khan, senior consultant at Bangalore-based 
Zinnov Consulting. 

If fuel cost is the biggest expenditure (50 per 
cent), then staff costs adds up to 20 per cent of 
the total overheads for these airlines. So em- 


ployee layoff was the next inevitable cost-cut- 
ting measure. Kingfisher has just cut 300 peo- 
ple from its muster, while Jet plans to issue pink 
slips to 750 of its employees. Sources in King- 
fisher say that people have “resigned”. Critics 
feel that not calling them ‘layoffs’ is deliberate, 
as the company wants to avoid any labour dis- 
putes. “The head count of low-cost airlines that 
belonged to Jet and Kingfisher are being 
trimmed to sub-optimal levels,” says Kapil 
Arora, partner, advisory services at Ernst & 
Young (E&Y) in Delhi. 

Kingfisher has offered two 
months’ salary for those who will 
be struck off the payrolls. “This is 
the first phase of cost cutting in 
the industry,” says E&Y’s Arora. 
He, however, feels that core 
services such as maintenance, 
repairs and operations will not 
be touched. 

According to analysts, another 
victim of the cost-cutting meas- 
ure could be the delay in the au- 
tomation of front-end services 
such as ticketing. Another major 
cost being incurred by the private 
carriers are expenses on overseas 
servicing. | Companies are 
rethinking their strategies on 
that too. 

But all of these depend on the 
price of crude oil. If the price of 
fuel remains between $100 and 
$120 a barrel, these cost cutting measures may 
be enough. But if oil price spikes up again, then 
a second wave of cost cutting measures could 
begin in 18 months. *The airline industry in 
India is already stretched,” says Khan of Zinnov. 
Clubbing routes will be a good way to cut costs. 
Others point out that Kingfisher and Jet Air- 
ways could get into non-airline businesses, such 
as co-branding their business with hotels and 
getting into the more lucrative charter business. 
But in a slowing economy, that could be a hard 
call to take. 

To be fair, other issues add to the costs of run- 
ning an airline that are outside the control of 
the airlines themselves. Infrastructure bottle- 
necks and congestion in Indian airports also 
contribute to the increase in fuel consumption, 
making the problem more systemic. Even pri- 
vate equity biggie Wilbur Ross Jr., who has in- 
vested $80 million in low-cost carrier SpiceJet, 
has been scouting around for partners to turn 
around the airline. There are fewer smiles per 
hour in the air these days. 


SATHEESH NAIR 





vishal. krish na@abp.in 
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Bound Together 


The Virus 
Of Greed 


by nayan chanda 


SARS IS BACK. THOUGH THIS TIME, IT IS A DIFF- 
erent sort of pandemic; not one that thrives 
in the dark wet markets of Guangdong, but 
rather in the marble corridors of New York 
and Washington. The Severe Acute Respira- 
tory Syndrome that burst out in China in 
2003 spread around the world, killing 800 
people in the course of a few months. Now it 
is the Shameful Abdication of Responsibility 
Syndrome that has mutated across Lower 
Manhattan and Washington DC, felling fi- 
nancial giants and forcing several million 
people out of their homes. 

To mention greed as one of the causes of 
the crisis is not to join the moralistic chorus 
rising from politicians such as John McCain, 
who recently proclaimed “We're going to put 
an end to the greed!” Moralising ignores the 
fact that greed is the mother’s milk of global 
commerce. The search for ever higher re- 
turns has driven traders and financiers ever 
since humans have learned to exchange 
goods or sought to grow their wealth 
through investments. 

Huge volumes of savings sloshing about 
the global financial system searching for high 
returns had settled on the hot US real estate 
market. Soon the sorcerer’s apprentices on 
Wall Street invented instruments like subprime mortgages 
that hooked the unwary with low teaser rates that would 
become exorbitant over time. It seems everybody wanted to 
buy into red hot subprime mortgage-backed securities and 
associated derivative instruments. Even those not caught in 
the frenzy unknowingly came to own some of the toxic invest- 
ments as Wall Street wizards sliced and diced such mortgage- 
backed securities into investment packages sold to the world. 

Things were going well until the real estate bubble burst 
and millions of American homes went into foreclosure. 
Company after company finding its balance sheet turning 
red, “discovered” with a shock, that there was subprime in 
its soup. Massive losses incurred by the mortgage backed 
securities brought down Bear Stearns, Freddie Mac & Fan- 
nie Mae and Lehman Brothers. Even the insurance giant 
AIG, which had insured such subprime-laden investments, 
disclosed massive losses from its own investment in sub- 





Containing 
this financial 
pandemic 
cannot be left 
to national 
agencies. 
Global 


regulation is 
now a must. 


prime mortgages. Subprime mortgage- 
backed securities have turned out to be 
greed's latest vehicle, a worthy successor to 
the one-of-a-kind surefire ‘winners’ that 
came before it, ranging from Tulips to North 
Sea oil and internet start ups. 

The absence of transparency that fuelled 
the 2003 Sars crisis was similarly apparent in 
the case of the subprime virus. What makes 
the subprime mania so much more dangerous 
than past financial crises is its scale and its 
lightning speed, reminiscent of the Sars virus 
that spread across the world faster than any of 
its pathogenic predecessors. With 24-hour fi- 
nancial news and electronic stock trading, the 
lure of making a killing with fancy instru- 
ments in the US property market was turned 
into a magnet for individuals and institutions 
from all over the world. 

The analogy breaks down, however, when 
it comes to containing the pandemic. When 
the Sars crisis broke, the World Health Orga- 
nization was in place to monitor the rise of 
the pandemic, lead worldwide research on 
sequencing its genome, and develop meas- 
ures to stanch the spread of the pathogen. 
The subprime crisis has exposed the failure of 
such supervision and the absence of any ef- 
fective regulation. As a result, these deceptive 
instruments, ignored by credit rating agen- 
cies, could mutate into lethal toxins, wiping 
out a trillion dollars of investor wealth world- 
wide and claiming the livelihoods of untold 
thousands, all in the space of one week. 

All conversations, even among the ardent 
free marketers, is about more effectively reg- 
ulating the market. The WHO brought Sars 
under control by imposing travel restrictions, 
grounding airplanes and quarantining passengers. It will 
take longer to contain the financial pandemic that burst forth 
on Wall Street; by the time this mess is cleaned up, the global 
economic landscape could look vastly different than it does 
today. In this radically different world, it will be time to think 
radical thoughts, such as drawing up global rules and enforc- 
ing them vigorously to prevent greed from mutating into de- 
ceptive and lethal tools. 

If anything, the latest crisis stretching from New York all 
the way to Tokyo has proved beyond doubt that the financial 
world is too interconnected to be left at the care of only a few 
national agencies who were inept, or worse, complicit. Man- 
aging global finance needs global governance. 


The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw @ gmail.com 
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The blowpipe is a traditional hunting weapon for the natives. 


For the experienced hunter, a single blow can hit a target sixty 
feet away. It takes focus and precision. And once mastered, this 


set of skills also makes all the difference in the urban jungle. In 


fact, many from the business world have found their 


inspiration on this side of the world, the Sarawak Cultural 


Village. More than just the perfect place for target training the 


Sarawak Cultural Villdee. Sarawak 


Tourism Malaysia, Ministry of Tourism, Malaysia 


19th Floor, Convention Division, Menara Dato’ Onn, Putra World Trade Centre, 45, Jalan Tun Ismail, 50480 Kuala Lumpur. 


eco attractions within a 120-million year old rainforest is a stage 
waiting to inspire professionals in their pursuit for business 
targets. Malaysia after all, is known for her unique cultura! 
diversity, which imparts insightful and exciting experiences to 
foreign delegates. From survival instinct to productivity lessons 
await the goal-oriented executive. For more information on 
rewarding business meetings, call us now! 


—o 
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Tel: 603 2615 8188 Fax: 603 4042 5135 E-mail: enq-convention@tourism.gov.my Website: www.tourismmalaysia.gov.my Truly 
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country's history has enriched 


Indians. Now, the natural churn 
of this ancient land is creating a 
"wealth and future for India. 
p under the sea bed of the 
Basin that has sustained 
uries, Reliance Industries 
rivate company, has be- 
gas — enough to alter the 
ture. "This is a historic 
| y ani, RIL's chairman 
^. and managing during a press con- 
v. ference at the Rel Corporate Park in Navi 
`. Mumbai, his first non-AGM /EGM meeting i in 
< cover five years. "The KG Basin gas gives a big 
_. boost to our national confidence and hope for 
... energy security (for) we now know we can find 
-our own energy and even stop the import of oil” 
It had been only four days since the evening of 
17 September, when the first crude had flowed 
— into RILS gigantic offshore facilities at Kakinada 
* , intheKG Basin, But with the field capable of pro- 
T a ducing 550,000 barrels of oil equivalent a year, 
_ about 40 per cent of India's total energy produc- 
Ambani was enthused. “We can save the 
ountry from transferring Rs 86,000 crore a year 
: abroad (for oil imports)” he said. “We can create 
anew developmental model based on domestic 
J gas instead of imported oil" 
. However, it was not roses all the way. Even as 


TUUS occasion," 











was d. to build i in his pana p m p 
partnership with long-time associate 


OR thousands of years, this 


the lives of every generation of | 









Ambani, dressed in a dapper black suit and ac- 


companied by wife Nita — who had designed 
much of the sprawling Reliance Corporate Park 
near Ghansoli in Navi Mumbai where the edi- 
tors’ meeting took place — waxed eloquent 


Jain. Ambani, ee ippeared A d 





Raigad. According to a Citigroup report, or ee 





back of the KG Basin energy finds, ibo as mil- | 


lion-tonne refinery by 72 per cent subsidiary Re- 
liance Petroleum in Jamnagar and several other 


projects such as retail, RIL’s current revenues of 


Rs 1.39 lakh crore ($34 billion) will rise to 
around Rs 3.11 lakh crore ($69 billion-72 billion) 
by 2010. The company will make an astonishing 
Rs 4,500 crore (nearly $1 billion) in cashes every 
month. In the process, RIL, in which A 
holds a 52 per cent stake, would overtake « compa- 
nies such as Boeing ($66 billion), Dell ($61 bil- 
lion) and Microsoft ($51 billion), and would be 





within striking distance of Nokia ($69.9 billion), ` 


Vodafone ($71 billion), and Procter & Gamble 
($76.5 billion) in the Fortune 500 list. 





H The Odds 
Never beate has a company of this size grown 
organically at such pace in such a short time. 


Never before has an Indian company pulled off _ 


the kind of engineering feats that RIL has at 
Kakinada. RIL, a company with no experience 
in offshore drilling and with access to only lim- 
ited sub-sea data, has used remote-controlled 
robots to build what amounts to an underwater 
factory using 110,000 lakh tonnes of steel (11 
times that used in the Eiffel Tower) on the sea 
bed 20 km off the coastline. At one time, about 
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SCHEMATIC OF THE 
KG BASIN FIELDS: 


1. ‘Christmas Trees’ (drill 
for and cap oil/gas) 


2. Manifold (collects 
oil/gas from ‘trees’ and 
directs to plem) 


3. Deep water plem 
(directs oil/gas to FPSO) 


4. FPSO (Floating 


Production Storage and 
Offloading vessel) 
(Stores oil/gas and loads 
onto tankers) 


5. Control riser 
platform 
(controls operations) 


6. Onshore terminal 
(manages operations) 


100 ships were working on the ‘factory’. At- 
tached to the sea bed are a number of drilling 
units, which probe up to 8,000 ft below to ex- 
tract gas and crude. This is then piped to a float- 
ing rig, and sent to a 30,000-tonne Floating 
Production Storage and Offloading (FPSO) 
ship, the first of its kind in India, from where 
the crude and gas can be directly loaded onto 
tankers moored alongside. 

Though the ecological impact of all this is yet 
to be ascertained, RIL says it has conducted en- 
vironmental studies and impact assessment 
studies and has all the regulatory environmen- 
tal clearances from the Central and the state 
governments. The project’s working, done 
against the challenges of the area’s 20-metre- 
high storms and undersea currents, is moni- 
tored from a cutting-edge control room in the 
Reliance Corporate Park. “At RIL, we've been 
trained never to feel helpless,” says Ambani. 
“But we have felt helpless in the face of the 


weather at KG Basin. But our team has been 


brilliant, and this is the first time an all-Indian 
team has built something like this, a project 
Goldman Sachs lists as No. 1 in its list of proj- 
ects that have changed the world.” 

Still, there have been delays. Gas production 
from the KG Basin, originally planned for Sep- 
tember-October 2008, has been delayed till 
February 2009. About 12-18 months from then, 
the field will produce at peak capacity of 80 mil- 
lion standard cubic metres of gas per day (MM- 
SCMD). Together, the oil and gas production 
from the D6 fields will amount to 550,000 bar- 
rels per day of oil and oil equivalent. That's 
worth nearly Rs 32,000 crore ($12 billion), 
given the market price of gas is about $12 an 
mbtu (about $100 a barrel in oil equivalent 
terms). But since oil and gas are considered na- 
tional assets not to be exploited only based on 


Moi. corporate 


market prices, New Delhi has 
fixed the price of gas from the 
KG Basin at $4.2 an mbtu (about 
$26 per barrel oil equivalent). 
Hence, revenues from the 
KG Basin on RILS balance sheet 
will only be Rs 14,000 crore 
($3.5 billion), and this will be 
shared by RIL and the Central 
government. 

Though D6 has a 9-11-year life 
with peak production taking 
place in the first seven years, 
Reliance has only explored 2,000 
sq. km of the 338,000 sq. km it 
has licence to explore. In these 
2,000 sq. km, it has announced 
40 discoveries of which develop- 
ment plans have been submitted 
for just 11 fields, only two of which have been ap- 
proved by the director general of hydrocarbons. 

Oil and gas is just one way in which Reliance 
is developing heft. The company's 72 per cent 
subsidiary, Reliance Petroleum, is setting up a 
35 million-tonne greenfield refinery in Jamna- 


gar in Gujarat, which will double its revenues to. 


Rs 2,00,000 crore ($50 billion). Revenues from 
petrochemicals, which currently contribute 
around Rs 52,000 crore ($13 billion) to RIL's 
topline, are projected to rise to Rs 67,500 crore- 
81,000 crore ($15 billion-18 billion) with the 
opening of the world's largest petrochemicals 
complex at Jamnagar and the doubling of the 
company’s ethylene capacity to 3.2 million 
tonnes per annum. Other businesses in major- 
ity-owned subsidiaries such as retail, agri, phar- 
maceuticals and healthcare are expected to add 
Rs 12,000 crore-20,000 crore ($3 billion-5 bil- 
lion) in revenues by 2010. According to Citi- 
group, the only risks are: “margins are exposed 
to the global petrochemical and refining cycles; 
the group could be asked to offer larger dis- 
counts on products sold to oil public sector 
units; delays in the key D6 gas development and 
RPL refinery.” 


The Fraternal War — Again! 

But there are major hurdles in the way of a 
2x Reliance. First, the company may not be able 
to sell its gas when it comes online in February 
2009. Ambani’s estranged brother Anil Am- 
bani’s Reliance Natural Resources (RNRL) and 
state-owned National Thermal Power Corpora- 
tion (NTPC) have both dragged RIL to the 
Bombay High Court over the first right of use to 
the initial 68 MMSCMD of KG Basin gas. At 
RNRL’s annual general meeting, Anil insisted 
that NTPC and his company had the right to 
buy KG Basin Gas at $2.34 an mbtu (about $12 
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CARRY MORE IDEAS. 
AND LESS NOTEBOOK. 


The Lenovo ThinkPad X300: Fully-loaded, yet the thinnest ThinkPad ever. 


It's a razor-thin 18.6 mm and weighs only 1.33 kg. But, in its sleek carbon-fibre hybrid frame, the X300 packs 
just about everything a road-warrior needs. This includes an optical drive, built-in 3G wireless modem, 
spill-resistant keyboard, roll-cage protection and a battery that runs for 10 hours on a single charge. 
So, pack one and hit the road. You'll find you have more to think about and less to weigh you down. 





LENOVO THINKPAD X300 NOTEBOOK 
MTM: 6478-18Q 

Intel® Core"2 Duo processor SL7100 (LV) 
Genuine Windows Vista* Business 32 

2 GB RAM 

64 GB SSD 

DVD RW 7 mm Optical Drive 

Finger Print Reader 


Camera 
33.8 cms (13.3) WXGA+ 





ThinkPad. 





lenovo 


Call 1800 425 3336 | 080 22108490/91/92 
sms BIZTOOL to 53636 | www.lenovo.com/in 
Email: think_in@lenovo.com 





the Intel logo, Intel Core and Core Inside are trademarks of Intel Corporation in the U.S. and other countries. Microsoft, Windows and Vista are 
both. Lenovo reserves the right to alter product offerings and specifications at any time without notice. Lenovo is not responsible for 
DOS models. MS DOS is not a standard inclusion in any of the products and can be included if required 


@Lenovo 2008. All rights reserved. ThinkPad is a trademark of Lenovo. Intel, 
registered trademarks of Microsoft Corporation in the United States, other countries or 
photographic or typographic errors. ThinkVantage Technologies are available on select models, not available on Linux/ 
at an extra cost. Visuals shown may not represent the actual product. 


The only benchmark 
is the one you set for yourself. 


Follow your own rules. 


Those who choose to write their own success story choose the Audi A6, a car that sets 
the benchmark for luxury and perfection like none other. Its luxurious features impress 
royalty. While its performance advancements, like powerful FSI and TDI engines, exceed 
expectations. Add to that, its majestic size, uncompromising lines and refined looks make 
it as distinct as you are. The Audi A6. For those who lead by example. 


quattro%° * Multimedia Interface * Bose Sound System * Memory Seats 
e Parking System with Rear View Camera * Adaptive Air Suspension 





Authorised Dealers: 

Audi Ahmedabad 0-9998001 123, 0-9998600030 
Audi Chandigarh 0172-3068911, 0-9876429103 
Audi Gurgaon 0124-4510200, 0-9958592168 
Audi Kochi 0484-414 7777, 0-9249412345 

Audi Pune 020-41004747, 0-9970007040 


(000) 


Audi Bangalore O80-28521548, O-9740031204 
Audi Delhi O11-40510300, 0-9999917415 

Audi Hyderabad 040-23324545, 0-9959700007 
Audi Mumbai O22-67441111, 0-9819090000 
Arriving soon in Chennai, Kolkata and Ludhiana 
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CHALLENGES 


New large refineries coming 
up in the Middle-East 


CHARTER 


Focus on sale to the US, 
Europe; believes global 
refining shortage will continue 


Exploration& Rigs hiring prices at an all- Contracting rigs early; 
production time high; waiting period 5 yrs tempted to build own rigs 


Petrochemicals Slowdown in global economy 
due to US credit crisis 





Building scale with the 
world's largest petrochemicals 
complex at Jamnagar 





Cost control, backward 
integration and rural/agri 
initiatives 


Slowdown in domestic market 


Source: BW research 





a barrel of oil equivalent). “RIL’s obligation to 
supply gas to Reliance Natural is not limited to 
the KG Basin alone,” Anil told his shareholders. 
*We have a right to 40 per cent of all future find- 
ings of oil and gas by RIL.” 

Sources close to RIL dismiss this: “The gov- 
ernment is the owner of the gas; RIL is only the 
explorer, and the government has set the price 
at $4.2 per mmbtu. That is why the government 
has joined the case (in the Bombay High Court) 
on our side.” Mukesh Ambani himself told the 
media that there is no question of selling RNRL 
any gas as the company’s mega-power project at 
Dadri that would use the gas has not even 
started. “Gas can only be used by existing as- 
sets,” Ambani said, referring to rules that bar 
trading in gas. “Both (RNRL and NTPC) don't 
have a power plant in sight for the next 4-5 
years. I am sure somebody will see reason and 
the matter will be resolved.” 

But a source close to ADAG says the company 
hasn't set up a power plant because RIL never 
gave a clear nod to supplying it gas. "The com- 
pany (RIL) has consistently shifted the date of 
production of gas since 2004,” the source says. 
^We also believe it has inflated its cost figures, as 
this would allow it to get a greater share from the 
KG Basin gas revenues and cheat the govern- 
ment of its fair share” But the RIL source dis- 
misses this charge. “We are a public company. 
Our books are open to all” The source also says it 


Reliance Petroleum, an 
RIL subsidiary is setting 
up a 35-mtpa refinery 





is ridiculous for RNRL to base its project on get- 
ting gas at $2.34 from RIL. "That means the 
project is unviable at the government-mandated 
price of $4.24 and totally unviable at the global 
price of $12 an mbtu. Are RNRL shareholders 
aware their company is trying to build a project 
that would only be viable on the supply of highly 
subsidised gas, the price of which the govern- 
ment has the right to change at any moment?" 

Currently, the Bombay High Court has 
barred RIL from selling gas to any third party to 
protect NTPC's and RNRLS claimed rights. But 
India is, along with Japan, the only major econ- 
omy to import almost 90 per cent of its energy 
needs at a staggering $56 billion a year. With 
New Delhi's implicit and explicit fuel subsi- 
disies valued at another Rs 2,25,000 crore, 
every day's delay in releasing KG Basin's cheap 
gas into the market costs the exchequer crores. 
Right now, RIL is re-injecting any gas it finds 
back into the ground, says P.M.S. Prasad, the 
companys president for oil and gas. This is be- 
cause a shortage of rigs and poor weather have 
hampered building of the facilities that will 
evacuate gas from the well-head to the shore, 
RIL says. That, along with threats to RIL's 
Haryana SEZ and expectations of falling mar- 
gins in the refining business, led the market to 
crash RIL’s stock by 0.72 per cent the day after 
Ambani's announcement. 


While Mukesh Ambani insists RIL's new avatar 
as an end-to-end energy major will boost India's 
oil and gas industry, there are several bottlenecks 
to this. The industry is currently seeing a huge 
shortage of rigs. Cost increases of up to 200 per 
cent in supplies and equipment has led RIL to 
spend $5.7 billion developing D6 while compara- 
tive deep water blocks in Brazil and Norway cost 
$4 billion-7 billion to drill. Deep water rig hire 
charges, for instance, have shot up from 
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Rising rig costs bould raise costs and delay projects 


Rising equipment and 
labour costs in the 
global energy industry 
could hurt RIL’s 
profitability 


RIL'S DOMESTIC 


ENERGY 
PORTFOLIO 


40 hlocks spanning 
338,527 sq. km 


80% in deep waters 


RIL'S INTERNATIONAL 


ENERGY 
PORTFOLIO 


14 blocks spanning 
104,473 sq. km in seven 
countries — Columbia, 
Peru, Australia, East 
Timor, Oman, Yemen 
and Iraq (Kurdistan) 


60% in deep waters 
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$153,000 per day in 2003 to $500,000. “No rigs 
are available at any cost for the next two years,’ 
says ONGC Chairman R.S. Sharma. Says Am- 
bani, “We are tempted to build our own rigs but 
for now we are getting into very early contracts.’ 

The oil and gas industry also faces an acute 
shortage of technical manpower. A global glut in 
refining capacity could also dent Reliance Petro- 
leum’s margins. Chinese oil companies are 
adding 79 million tonnes of refining capacity be- 
tween 2008 and 2010. Indian refiners, includ- 
ing PSUs such as Indian Oil, are adding 87 mil- 
lion tonnes by 2012. Citigroup has also 
downgraded its outlook for gross refining mar- 
gins from $7 per barrel to $6.7 per barrel. “Mid- 
dle-East and China refineries will impact refin- 
ing margins, says Himanshu Varia, head of 
institutional sales at broking firm Asit C. Mehta. 

Reliance, however, is banking on its 5 per 
cent partner in the D6 field, energy major 
Chevron, to offload a chunk of its products. It 
also hopes that its refinery's ability to process 
the most complex crude will give it an edge over 
existing refiners that are unable to process 
thicker sour crude. 


India has never had the luxury of meeting a sub- 
stantial amount of its hydrocarbon require- 
ments from domestic fields. But the D6 discov- 
ery and other finds by ONGC, Cairn and 


72) te) ce) wag corporate 


Gujarat State Petroleum Corporation have 
raised hopes that domestic energy fields will 
meet 40-60 per cent of the country’s fuel re- 
quirements. This unprecedented scenario calls 
for some fundamental thinking on the most op- 
timum utilisation of hydrocarbons. “There 
should be a discussion on these issues,” says Es- 
sar Oil’s Managing Director & CEO Naresh 
Nayyar. “As a nation, we should pick an option.” 

Internationally, the most effective use of gas is 
to use it to drive thermal power plants. Some en- 
ergy experts say India should follow the western 
example and set up large gas-based power 
plants while encouraging people to cook using 
electricity-powered hotplates instead of gas- 
powered burners. Using electricity for cooking is 
efficient. Gas cooking transfers just 55 per cent 
of energy while conventional electricity uses ap- 
proximately 70 per cent. Newer power-based 
technologies such as induction cooking via mag- 
netic field are even more efficient with 85-90 per 
cent energy transfer, according to the American 
Council for an Energy Efficient Economy. 

However, in India things are different. For 
one, power plants take about 7-10 years to be 
built and experience high transmission and dis- 
tribution losses, cutting the effectiveness with 
which they use gas. Also, in India, unlike the 
West, kerosene and LPG cylinders are heavily 
subsidised, making it attractive for the govern- 
ment to use domestic gas to lower this cost. 

Hence, RIL has applied for licences to pipe KG 
Basin gas directly into 57 town and cities, where 
about 120 million households could use it to re- 
place expensive LPG cylinders and unsafe 
kerosene stoves. Homes on the gas grid could 
also use new fuel-cell technology to generate 
their own gas-based electricity in the same way 
that they currently use diesel-powered gensets. 
The idea is part of Mukesh Ambani's personal 
passion for what he calls rural transformation. 
“The object is to get gas — which belongs to the 
people of India — to the people of India,” says 
Ambani. State-owned Gas Authority of India 
(Gail) is also thinking on similar lines, says 
Chairman Upendra Dutta Choubey. “The next 
decade is the decade of city gas distribution,” says 
Choubey, who has applied to build gas networks 
in 230 cities. Both proposals are pending with 
the government. 

What could swing the argument for RIL and 
Gail is new fuel-cell technology that converts 
chemical energy — such as gas — directly into 
electrical energy. The by-product of the process 
is usable water. Such fuel cells are now sold rou- 
tinely in the US, and Ambani says RIL will soon 
launch home-sized fuel-cell power generators in 
India, where they will compete with their diesel- 
powered cousins. The advantage of this, Ambani 
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” REFINERIES ON THE CARDS 


| | New capacities in China, Middle- East and India wil 
pr RIL and RPL's refining margins 





CAPACITY" STARTUP | cred electricity to rural 
| 4Q08 | India in the quickest 
; ~] possible time, RIL also 
j _ 1063 | Suggests the creation 
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200 E jun-2008 | of small gas-fired 
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= — T mama | 18 months and feed. 
sawas ANE. P | electricity to villages 
| 1,570 T | and small towns in the 
| | W | same way that many 
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580 | . Sep-2008 | powered generators. 
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Energy experts be- 

——] lieve distributed 
£t] power is only an in- 
E 018 | terim solution to the 
— 200 ZH 2008-2010 | current power short- 
odd | age. In thelong run it 
| isan inefficient way of 
| producing power, 
even after taking into 
account Indias 20 
per cent power trans- 
mission and distribu- 
tion losses. "What 
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—-] T&D losses in mass- 
..] produced power, but 
Au | | the savings will be 


| iary generation, says 
Leena Srivastava, ex- 
ecutive director at 


The Energy Resource Institute (Teri). Glob- 


ally, distributed power is being used largely in 
renewable energy only to supplement existing 


power sources, but in India it could be used as a 


medium to provide power to a large number of 
pp) in a short time. 





unns India - prioritised that gas from do- 
mestic fields will be first offered to existing fer- 


tiliser units, then to existing power plants and - 


then to CNG, LPG and petrochem producers. 
But why should a majority of gas go to fertiliser 
units which — due to political compulsions — 
receive Rs 20,000 crore in annual subsidies and 
have only a limited impact on GDP growth? 
Wouldn't it be better to direct the gas into power 
generation, which accelerates industrialisation 


B maintains, is thatthe -and wealth creation? National fertiliser needs 


cleaner and safer to _ tiliser companies are already doing just this. For 


. example, the landed price of fertiliser imported 


you'll save will. be. 


| offset by costly auxil- 


could be met by setting up plants in gas-surplus 
Middle-Eastern countries. State-owned fer- 


from the Oman India Fertilizer Company — a 


joint venture between Indian Farmers and Fer- 
tilizers Cooperative (IFFCO), Krishak Bharati 


Cooperative (KRIBHCO) and the Oman Oil 
Company in Oman — is up to 50 per cent 
cheaper than domestic fertiliser. 





India faint to ensure aia subsidies pouce by po- 


litical priorities don't outweigh the economic 


logic of pricing hydrocarbons at market rates. 

More importantly, subsidising expensive and 
limited fossil fuels only increases their con- 
sumption and, hence, the burden on the excheq- 
uer. If subsidies are needed, they would be most 
effective in incentivising the development of al- 
ternative energies such as wind and solar power. 
Most NELP (New Exploration Licensing Policy) 
bidders, including RIL, Cairn and Essar are 
pushing for a market-linked pricing formula for 
indigenous oil and gas. While the government 
has agreed to a purchase price of $4.21 per 
mmbtu for gas and $26 per barrel for oil, glob- 
ally, gas is trading at about $12 per mmbtu while 
oil sells at $120 per barrel. “It’s important to 
make sure we have a market determined pricing 
roadmap,” says Ambani. Petroleum Minister 
Murli Deora, however, is non-committal on 
whether the government intends to revise the 
price: ^I can't reply to this," he maintains. 

Energy experts believe there is merit in realis- 
ing the market potential of hydrocarbons so they 
can be deployed for maximum wealth creation. 
“We need to move to full cost pricing for every q 
energy form we have,” says Teri's Srivastava. If 
profiteering by private companies is a concern, 
the contracts with domestic operators could be 
designed so that their returns on investment are 
capped at 20-25 per cent they seek for their 
shareholders. The Electricity Act of 2003 
specifically points to removal of subsidy, separa- 
tion of rural and urban consumers, and direct 
subsidy to households to avoid distortions in 


the marketplace. “All commodities should have 


market-related pricing," says Essar's Nayyar. 
“There can't be any cross-subsidies. If there are, 
there should be transparency about them." 

If the government can see reason in such ar- _ 
guments, the D6 find would be able to do abit _ 


more than just save precious $20 billion for the 


nation. Instead, it would have fundamentally 
altered India's energy usage patterns forever. 


rajeeodubey @abp.in 
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The milk 
scandal has 
(lented trust 

in other 
Chinese 
products 


DANGER LOOMING: 
People wait to have 
their children 

tested at a hospital in 
Lanzhou (left); Local 
quality supervision 
bureau members empty 
tainted milk powder tins 
in Shenzhen 








Formula 


by Ida Wu in Beijing 


WITH NEWS OF 53,000 BABIES FIGHTING RENAL 
failure in Chinese hospitals stunning the world, 
and authorities in countries such as Singapore, 
Philippines and Japan withdrawing Chinese 
milk products from stores, global consumer 
trust in products from China and, by extension 
all developing countries, has hit an all-time low. 

It is evident in Beijing too. At a Jingkelong 
supermarket store in Beijing, customers care- 
fully read the details on yogurt and milk pack- 
ets, but most shook their heads, dropped the 
products and left. Across the nation, headlines 
are bombarding consumers with news of how 
the famous Sanlu company had adulterated 
baby milk powder and milk with melamine, a 
toxic industrial chemical. 

After an inspection by the National Adminis- 
tration of Quality Supervision of all dairies in 
China, 22 diaries, including Olympics sponsor 
Inner Mongolia Yili Industrial Group and dairy 
pioneer Mengniu Dairy, have been blacklisted. 

China’s milk scandal broke in central Gansu 
province, where development has lagged that of 
coastal regions. In July, Gansu’s Ministry of He- 
alth began receiving petitions from farmers for 
an inspection of the Sanlu milk company as 
their babies had fallen ill after being fed its milk 
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powder. The milk powder is sold in 400-gm 
packs for just RMB 18 (Rs 90), while the for- 
mula from Nestlé sells for RMB 70 (Rs 350). 

By early September, after the ministry had 
acted, one baby had died and 59 were ill. “Bab- 
ies got kidney stones after drinking Sanlu’s in- 
fant formula,” says Cao Xiaoyuan, director of 
the administrative office at the ministry of 
Gansu. More ill babies were reported in the ru- 
ral areas of Hunan, Hubei, Ningxia, Shandong, 
Jiangsu, Jiangxi, Shaanxi and Anhui provinces. 

In Lanzhou, Gansu's capital, the Number 
One Army Cooperation Hospital housed dozens 
of babies with renal failure. One of them, 
farmer Zhang's seven-month-old son, almost 
died. ^We don't know what we would have done 
had we lost him,” says Zhang. The boy stayed in 
hospital for a week and Zhang's family spent 
RMB 15,000 — about their total annual income 
— to cover the medical fee. 


Making Of A Disaster 

Food safety problems have had a long history in 
China's rural areas, where 60 per cent of its 1.3 
billion people live. “Eating slightly unclean food 
won't get you sick” is a common refrain among 
farmers there, who believe their strenuous work 
strengthens their immunity. Combined with 
low incomes, such beliefs push many to buy the 
cheapest food available. 

Worsening the problem are the poor health- 
care facilities in the countryside, where Mao 
Zedong’s ‘barefoot doctors’ once dispensed ba- 
sic health services for free. But since Deng Xiao- 
ping began reforms in 1978, funding for rural 
healthcare has been cut and more than 800 mil- 
lion Chinese lack access to proper healthcare. 

This allows illnesses to spread in rural areas 
before being addressed. In 2004, fake milk ^W 
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PROMPT ACTION: 
Workers remove dairy 
products suspected of 
contamination at a 
supermarket in Beijing 





powder caused 12 babies to die and 229 to fall ill 
in Anhui province. Initially, parents mistook 
their babies’ swelling faces as a sign of good 
health. Ultimately, five major dealers were sen- 
tenced to between four and eight years in prison 
and fined several hundred thousand renminbi. 

In the current case, the government has mo- 
ved faster. Days after the scandal was reported, 
four local officials in Hebei province, where 
Sanlu is based, were fired. The police detained 
19 suspects and summoned 78 others for inter- 
rogation. And the National Council set up a spe- 
cial leadership team to implement a “first-class 
national food emergency response’. 


Global Tremors 
That’s cold comfort for the rest of the world. 
The US Food and Drug Administration (FDA) 
has warned that the formula — barred from the 
US — might have been sold in underground 
markets in the country’s many Chinatowns. 
Last year, poisoned pet food imported from 
China killed several thousand pets and, early 
this spring, Chinese exports of the drug He- 
parin were linked to human deaths in the US. 
All this has also made developed countries 
wary of imports from all developing countries. 
For example, this month, the US FDA blocked 
imports from India’s generic drug giant, Ran- 
baxy Laboratories, over quality control issues. 
In China, the efficiency of the state quality 


BLOOMBERG 


inspection system is being widely criticised, as 
Sanlu’s milk products were given exemption 
from all inspection. The National Administra- 
tion of Quality Supervision has now announced 
that it will eliminate all such exemptions. 

But regulatory oversight is not restricted to 
China. India’s system, for one, “has failed”, says 
Pritee Shah, senior director of Ahmedabad's 
Consumer Education and Research Centre, 
pointing to inadequately labelled products 
flooding the market from countries such as 
China. She cites the example of baby jellies, 
which can be found in many retail outlets, in- 
cluding in metros. "There is no ingredient la- 
belling on these,” she says, adding that mothers 
are tempted to substitute branded chocolates 
with such inexpensive jellies. 

Then, Chinese raw materials have been used 
in Indian medicines for years but it is only now, 
after receiving complaints of substandard Chi- 
nese imports being used in medicines, that In- 
dia's drugs regulator is mulling the inspection 
of Chinese manufacturing facilities. 

Controls over locally made foods are also not 
rigidly enforced in India. Even today, adulter- 
ated milk is sold in pouches in large quantities. 
By one estimate, 20 per cent ofthe milk sold by 
dairies in Maharashtra is adulterated during 
distribution. Despite repeated crackdowns, au- 
thorities have been unable to break the racket. 


Of Inflation 

Significantly, the milk scandal may have its ro- 
ots in inflation. China's labour and raw material 
prices have risen by 10 per cent this year. To try 
and control inflation, the National Developm- 
ent and Reform Commission instituted several 
price controls on products, including milk. So 
dairies were looking for ways to shore up mar- 
gins. Diluting milk with water would have been 
noticed by consumers and would have brought 
the milk's protein content below required levels. 
“Melamine helps improve the protein content 
rate and pass the basic inspection,’ says Dr Li, 
who studies nutrition in a top Beijing hospital. 
“When the government's quality control sys- 
tems failed, the toxic milk flew into the market." 

Sanlu has recalled 700 tonnes of milk pow- 
der. Zhang Zhenling, the companys vice-presi- 
dent, has published an apology. But consumer 
faith has been shaken. At the Jingkelong store, 
Wang Min, 24, made a hard decision not to buy 
milk for her family. "It's a real fear that you don't 
know what brand you can trust,” she says. “It be- 
comes a dilemma as you can't say you wont 
drink any more milk in your lifetime.” 


With inputs from Gauri Kamath in Mumbai 
bweditor@abp.in 
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I-BANK NO MORE: 
Morgan Stanley and 
Goldman Sachs will 
now function as 
commercial banks 


As curtains draw on 
investment banks as a 
viable model, analysts 
foresee an end to 
financial innovation 


e The Indian markets are 
not immune. Financial 
services and real estate 
could prove to be the 
soft spots 


AS THE TURMOIL IN FINANCIAL MARKETS IN THE US 
and around the globe continues, uncertainty 
about the outcome of the various measures, in- 
cluding super-sized bailout plans adopted by 
the US authorities is finally beginning to worry 
Indian investors. The stockmarkets are taking a 
beating that goes beyond a correction; people 
are scared and, at the same time, mystified. 

How worried should we be? Some believe 
that the Bombay Stock Exchange Sensitive In- 
dex (Sensex) should have touched 16,000 as 
crude oil prices fell below $100 a barrel. “Had it 
not been for the US financial system crisis, peo- 
ple would have been celebrating,’ says B. Gop- 
kumar, senior vice-president in the financial 
planning group at Kotak Securities, a Mumbai- 
based firm. *Even at 7.5 per cent, we are still 
among the fastest-growing economies, and 
structurally there isn't a problem.” 

But will it be 7.5 per cent? Or will growth slow 
further? As BW went to press, the Sensex had 
lost another 300 points; a level of 12,500 looked 
a real possibility as the impact of the events in 
the developed economies spelt lower profitabil- 
ity and growth for many information technol- 
ogy (IT) firms, among others. 

Financial services and real estate firms — two 
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sectors that have been among the drivers of the 
stockmarket boom of 18 months before they 
were corrected — have also been feeling the 
heat. The latter have been unable to raise fresh 
capital or sell the inventory of housing stock as 
demand and prices have fallen. 

Add to that foreign institutional investor 
(FII) money outflows, a rapidly depreciating 
currency and high inflation, and the India 
growth story begins to develop a few widening 
cracks. But more importantly, the very engines 
of growth in the US for the past decade — hous- 
ing, real estate and finance — have also been the 
cause of the near-collapse of financial markets. 

The similarity with the Indian story seems 
uncanny. Will India's markets suffer a similar 
fate? To look for answers, we will have to assess 
the evolution of the crisis, and the measures 
taken to contain it. 


The Mother Of All Bailouts 


The announcement of a massive $700-billion 
bailout plan by the US Treasury and the Federal 
Reserve was the latest in a series of containment 
measures, and buoyed markets all over Asia. It 
was preceded by a number of steps — from let- 
ting non-banks access the Fed's discount win- 
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Wall Street. 
move with us to 







| dow, which is usually restricted to deposit-tak- 


ing banks, through a ban on short sales of finan- 
cial stocks to nationalising the country’s largest 


E insurance firm (see ‘Countdown To Collapse. 


"Its morphine (central bank liquidity and 
short-selling rule changes) instead ofthe needed 
chemotherapy (buying mortgage-backed securi- 
ties through a Resolution Trust Corporation- 
© type entity)” says Michael Hartnett, chief emer- 
_. ging markets equity strategist at Merrill Lynch 


.* in New York. “And a sustained trading bid to eq. 


uities still r requires bank credit lines to open." 

Granted that, as experts say, failure to act 
would have broad consequences far beyond 
rnationally, all the markets 
tain extent and are affected 
by us,” says Chip MacDonald, a capital markets 
partner at global law firm Jones Day. *The 
rescue plan is designed to prevent the crisis 
from spreading." 













p  hank holding companies — 
20th: The US Treasury asks the Congr 
the $700-hillion hailout fund 





continue bailing out financial firms 


dollar liguidity 


BO per cent stake 


EB 15th: Lehman Brothers files for bankruptcy, the biggest | 


B in history, with $600 billion in assets 


P securities dealers borrow from the Fed 


Bear Steams by JPMorgan Chase 


‘October : 9 
- vehicle to fund troubled assets of investment banks. 


| in April 2008, the hanks abandoned the idea | 





Countdown To Collapse - 
21st: Goldman Sachs and Morgan Stanley become 
Pss to approve 
18th: The Fed borrows from the US Treasury to 
€ Central banks world over coordinate on providing 


17th: The US Treasury nationalises AIG, the largest 
insurer in the world with an asset base of $1 trillion, 
giving AIG a loan of $85 billion in exchange for an 
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| As contral banks go all out - 


And spread it did to even the safest corners of 
the financial system. The credit crisis threat- 
ened even the super-safe money market mutual 
funds, which hold money market instruments 
and government securities, and have nothing to 
do with mortgages. The US Treasury said it 
would use $50 billion to back money market 
mutual funds whose asset value 
fell to below $1 a share, 

Another part of the solution 
was to convert the last two re- 
maining investment banks, Mor- 
gan Stanley and Goldman Sachs, 
into commercial banks. Both had 
been assuring Wall Street of their 
comfortable liquidity position. 
But in the current air of fear, 
those assurances of adequate cap- 
italisation need to be backed up 
with something more real. This 
week, billionaire investor Warren 
Buffett bought $5 billion of Gold- 
mans 10 per cent preferred stock 
and an option to buy $5 billion of 
common stock at $115 a share. 
But since the announcement, 
| little information has emerged 
about the larger bailout plan; at 
the same time, doubts about its 
efficacy seem to dominate the 
minds of the members of both 
houses of the US Congress; mar- 
kets reacted by declining sharply 
again. On Wednesday, US Presi- 
dent George Bush went on na- 
tional television to plead for 
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support for the plan, highlighting the potential 
collapse of the US financial system and the eco- 
nomic consequences of a serious financial crisis 
if the bailout was not approved. 

“Everyone seems to be fixated on the 800- 
pound gorilla — the credit and housing mar- 
kets,” says Anirvan Banerji, director of research 
at the Economic Cycle Research Institute in 
New York. “All eyes are on its shenanigans, and 
ignoring the elephant in the room, the deepen- 
ing recession, which is driving the gorilla crazy.” 

In theory, the US Treasury plan for reducing 
risk and improving market liquidity and in- 
vestor confidence should assist financial insti- 
tutions to raise the debt they need to refund the 
estimated $500 billion of debt that will be due 
through the end of 2009. “Risk reduction 
should promote mergers of weaker institutions 
with stronger institutions, and reduce the risks 
and costs,” says MacDonald. 

Banerji says the Fed’s bailout comes too late; 
the government should have provided a stimu- 
lus package by end-2007, which would have 
kicked in this year, and prevented the downward 
spiral of the credit crunch slowing the economy, 
job losses and more home defaults. “The train 
left the station at the beginning of 2008,” he 
says. “Now we have to work through the reces- 
sion, and then start clawing our way out.” 


So What Happens To Risk? 


Two conclusions have met widespread accept- 
ance: one, the financial markets as we knew 
them no longer exist, and we are not sure what 
is going to take its place; two, the US authori- 
ties’ actions — in coordination with counter- 
parts around the globe — have taken risk out of 
the system. A rough assessment of the measures 
seems to underscore this. Take the Fed: it coor- 
dinated large liquidity infusion arrangements 
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with other central banks, took on risky assets 
whose value is unknown as collateral for loans 
to brokerage firms, and even asked the US Trea- 
sury to replenish its stock of securities to enable 
continued assistance to troubled firms. 

Its last measure thus far acknowledges that 
the freestanding investment-bank model is 
dead. The Fed agreed last Sunday to allow the 
last two major investment banks on Wall Street 
to morph into commercial banks. The move, 
approved with unusual haste, gives the two 
firms a chance to take deposits from people and 
companies. This fundamentally alters the fi- 
nancial landscape. 

In return for broader government protection 
and access to the Fed’s emergency lending facil- 
ities, the two firms will need to subject them- 
selves to stricter supervision. They will now 
come under the direct regulation of the Federal 
Reserve, which regulates American banks. Pre- 
viously, the primary regulator for Goldman and ' 
Morgan Stanley was the Securities and Ex- 
change Commission. 

“The marketplace won't give them leverage, 
the regulators won't give them leverage, and so 
now we have formal confirmation that the 
model of freestanding investment banks is ka- 
put,” Ed Yingling, president of the American 
Bankers Association told reporters. 


Brave New World 

Over the past months, economists have warned 
that Morgan Stanley and Goldman’s once fabu- 
lously profitable investment banking model was 
‘deeply flawed’. Nouriel Roubini, of New York 
University’s Stern School, whose alarming pre- 
dictions about the housing market and financial 
system have been coming to pass, said there 
would be no major independent broker/dealers ` 
left standing before this crisis ends. 

With the exit of the invest- 
ment bank as a viable model, 
many analysts suggest that fi- 
nancial innovation will come to 
a halt. Innovation is a good 


45 thing, they say, but the ability of 
may i5 40 eres» Aoi nd even E to 
35 understand these models have 
30 not kept pace with the speed of 
E 25 innovation, and that has been 
a 20 part of the problem. 
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tawa, says the process of mergers and acquisi- 
tions that the financial crisis will generate will 
lead to new heights of concentration of financial 
power. This much seems certain: financial serv- 
ices will be much more intensively regulated as 
the authorities come to grips with the real scale 
of the problem; the securitised instruments 
that consist of packaged and repackaged instru- 
ments — exotica that no one knows how to price 
any more and, therefore, cannot sell any more 
— will surely take their toll. 


Back Home... ! 
So, how much will this impact India? More 
than you think. The undercapitalisation of fi- 
nancial houses that is at the core ofthe financial 
meltdown in the US and developed markets 
could become a problem within our own finan- 
cial system, too. Take banks. Their performance 
of the past four years shows that return on eq- 
uity has been growing in the region of 15 per 
cent. At the same time, bank credit — it can be 
considered a proxy for balance sheet size — has 
been growing at over 25 per cent. "At some 
point, in the absence of additions to the equity 
capital, the balance sheet will be stretched to 
keep growing at that pace, and one fall in asset 
values could trigger a collapse,” says Rashesh 
Shah, chief executive of Edelweiss Capital. 
Since 1993-94, 37 equity issues by public sec- 
tor banks have raised about Rs 34,679 crore. 
Compare that to estimated needs. The Reserve 
Bank of India's Report on Currency and Fi- 
nance 2006-08 estimates that banks will have 
to raise anywhere between Rs 40,000 crore and 
Rs 70,000 crore every year for the next five 
years to meet the capital adequacy — capital 
risk adjusted ratio, or CRAR — norms of 12 per 


cent. In the capital markets of today, that is a 


tall order. 

The report also suggests that some of this 
could be met by increases in reserves, rather 
than by raising fresh equity; but then again, the 
growth rate assumed throws up the problem of 
leverage. Increasingly, banks have resorted to 
raising certificates of deposit — short-term 
wholesale deposits of up to 180 days — at high 
interest rates. In addition to costs, banks may be 
stuck with an asset-liability mismatch — using 
short-term deposits to fund long-term loans — 
that could raise their risk profile. 

Let us also not forget the India growth story 
depends on continued investment by the private 
sector, and in infrastructure. Working capital 
from the banking system is a crucial part of the 
mix. For us as investors, and for market partici- 
pants, that's where the rubber will hit the road. 
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Global Gommentary 





Costs Of 
Optimism 


by paul samuelson 





MANKIND IS MORE OSTRICH THAN SAGE OWL. 
Both in modern macroeconomics and modern 
geopolitics, optimists think too soon that they 
can discern a beginning of better days ahead. 

Earlier, the US and its allies ‘defeated’ the 
Taliban in Afghanistan. Did we really? Ex- 
tremist enemies so very often, Phoenix-like, 
come back to life. Again and again. 

Notice, too, that the surge of more US 
troops sent to Iraq seems to have raised ra- 
tional hopes that a cooperating (three-party) 
Iraq is on its way towards self-government, 
which could justify a future pull out of Amer- 
ican military from Iraq. However, experi- 
enced strategists will not be surprised if 
present surge benefits were to evaporate six 
months from now. Former US Presidents 
Eisenhower, Kennedy, Johnson and Nixon 
learnt lessons in Vietnam. Eventually, with- 
out victory or vainglorious honour, all the 
blood and treasure sacrificed to defeat the 
Vietnamese leftist government went for 
naught. Much like this pattern in geopolitics 
— temporary successes followed by worsen- 
ing defeats — may be writ large in current 
2007-08 global financial meltdowns. 

The US Federal Reserve and foreign cen- 
tral banks were forced to act to ease up on the 
supply of credit. They did not do this to protect rash mortgage 
lenders and rash borrowers from suffering investment losses 
and mortgage foreclosures. Instead, remembering how seri- 
ously the global economies slumped during the 1929-1939 
Great Depression, modern governments now acted quickly to 
lean against the adverse winds of recession. 

When the hedge fund Long Term Capital Management 
was helped by a Federal Reserve engineered bailout in 1998, 
the motivation was to keep alive Main Street’s 1995-2000 
prosperity. Followers of 1929 President Herbert Hoover and 
Treasury Secretary Andrew Mellon are critical of all such 
government bailouts for the reason that they will encourage 
‘moral hazard’ — that is, future increased risky investing be- 
cause of expectations of undeserved rescue. 

Most of my macroeconomist colleagues are too young to 
remember the Great Depression. As an undergraduate at the 
conservative University of Chicago, I felt it keenly inside and 





last resort 
when 
markets are 
hit by gravest 
calamity 


outside the classroom. I learnt then some 
permanent lessons: 

ll Pure capitalism cannot avoid some busi- 
ness cycles. Nor can laissez-faire markets be 
counted on to cure their own ills. 

E Federal Reserve actions to move shortest- 
term interest rates up and down in a 'lean 
against the wind' mode can definitely 
dampen the volatility of Main Street real 
macro activity. This is not mere academic 
wishful thinking. Since 1989, we and the 
world have indeed enjoyed something of a 
“Great Moderation': gentler ups and downs 
of business cycles. 

WE However, at times of deepest disturbance 
— 1929-1933 or 2007-2008 — central bank 
alterations in their short-term interest rate 
targets become increasingly impotent. Inter- 
est rates near zero only go to encourage 
hoarding rather than spending money. 

WE Lastly at times of severe supply-side 
shocks — such as now and back in the 1970s 
— when Opec oil prices quadruple overnight 
at the same time that global harvests and 
metal outputs suffer and raw materials 
prices are in an up bubble, an economy suf- 
fers from malignant 'stagflation': rising un- 
employment at the same time that overall in- 
flation is exploding. 

Alas, the same zigzag of optimism and pes- 
simism is endemic in the battle among the 
US dollar's parities and those of the euro, 
Japanese yen or Korean won. A month ago 
slightly better US exports revived the level of 
the dollar versus the euro and other principal 
currencies. Impressive, maybe, for trigger- 
happy speculators. However, the long-term 
graph of America's overall balance-of-pay- 
ment deficits shows only wiggles in its chronic upward trend. 
If this gives Warren Buffett nightmares, maybe the over- 
spending American masses might take notice of it, too. 

Former Federal Reserve chairman Alan Greenspan ad- 
mitted publicly that our mid-September Wall Street "perfect 
storm” is a worst, “once in a century” event. 

Strange then that the 16 September Open Market Com- 
mittee of the Federal Reserve refused to cut its interest rate 
one bit, and said naught about new credit support. If this be 
only a venial sin rather than a mortal sin, still it seems to me 
to be chairman Ben Bernankes first failure to remember 
that, above all, central banks' raison d'etreis to be the lender 
of last resort when a democratic market society is hit by 
gravest calamity. I hope that Bernanke will prove to have 
been right and I will be proved to have been wrong. 


(C) 2007 Tribune Media services 
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Success Story 


Some 
firms have 
managed 
to address 
agri-supply 
chain woes 


REAPING BENEFITS: 
A few companies are 
experimenting with 
providing free seeds to 
farmers, and buying 
back the produce 


by Vishal Krishna 


IN 2005, MURALIDHAR PATEL, A YOUNG FARMER IN 
Shirsoli village in Maharashtra’s Jalgaon dis- 
trict, was sitting on barren land: scorched by 
the failure of the monsoon. With no means or 
inputs to continue farming, he had given up. “A 
season's cotton crop was decimated by pests, 
too,” he recalls. Muralidhar had heard a friend 
joke about a company that supplied onion seeds 
for free. So, he took a chance and walked 
straight into the office of the foods division of 
Jain Irrigation 4 km away, and asked if there 
was indeed such a scheme. The company regis- 
tered the beleaguered farmer, and asked an 
agronomist to sort his farm out. 

Now 32, Muralidhar earns Rs 2 lakh every six 
months by supplying his produce of white 
onions to Jain Irrigation, which works with an- 
other 1,200 farmers spread over 7,500 acres, 
growing a range of fruits and vegetables. 

“Integration of the entire supply chain — 
contract farming, food processing and selling to 
front-end retail — is the future,” says 71-year- 


2 1 
v 


ary y 
rec 
bs ` 
Fr 


w) ex 
"o è 
TEL zh. 

Y , T 


` i od m K : , 
AY G AYA 
e ` B 
A zi ⁄ 
še. 
y - w. I 


| OFN ja 400, y 


v a. 


IW agriculture 


Seeding A 


old Bhavarlal Jain, chairman of Jain Irrigation. 
The company has managed to source, cold 
store, process and sell onions, cotton, mangoes 
and other perishable vegetables to retail aggre- 
gators and fast-moving consumer goods 
(FMCG) companies in western markets, such as 
the US and a large part of Europe. 

Supply chain integration is essential to en- 
suring the final consumer gets quality products 
at the most economic price. However, under In- 
dian conditions, the time wasted due to supply 
chain inefficiencies has a deleterious effect on 
quality. “Consolidation of farms and connecting 
them to the front end of the business is the 
hardest thing to do in India,’ says Ajay D'Souza, 
senior analyst at Crisil, in Mumbai. 

Most retail firms — from Reliance Retail 
through More (the Birlas’ chain) to Food Bazaar 
— have not been very successful in either build- 
ing the infrastructure or integrating the supply 
chains. But a clutch of other firms that has fo- 
cused on one end — contract farming as a 
method of sourcing produce — has found ways 
around the problem of supply-chain manage- 
ment, and let others handle the front end of the 
retail business. Some export, others sell to es- 
tablished retail chains, while others sell to cap- 
tive buyers, and a few reach out to the McDon- 
ald’s and Subways of the world. 


Ten years ago, the foods division of Jain Irriga- 
tion was a loss-making entity. “The food-pro- 
cessing arm was set up as an experiment in 
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MIX AND MATCH: 
Jain Irrigation's agri 
lab in Jalgaon. The 
company is now 
growing its own hybrid 
variety of bananas 
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1994,” says Anil Jain, managing director of Jain 
Irrigation. It included contract farming — 25 
acres then — and a food-processing plant. The 
firm leveraged its drip irrigation business and 
managed to convince farmers to be part of its 
food-processing programme. 

Persistence paid off; today, Jain Irrigation 
processes 20,000 metric tonnes per day; it even 
has eight cold stores. But reaching the front end 
had posed a difficult challenge because it did 
not have the expertise to find the right buyer. 
Enter the Texas Pacific Group’s (TPG) Aqua 
Fund: the private equity firm picked up a 49 per 
cent stake in the company for Rs 200 crore in 
2002. With that, Jain Irrigation streamlined its 
quality processes with western food standards. 
TPG exited in 2005 and, since then, Temasek, 
Arasec Partners, George Soros’ Quantum Fund 
and Fidelity have bought in. 

The firm is now growing its own hybrid ba- 
nanas for western retail chains, a first for an In- 
dian firm. Labelled ‘Farm Fresh’, the fruit is ona 
test run in the US. Jain Irrigation also works 
closely with Cargill, which supplies the seeds; 
Nestle, which buys the processed fruits and veg- 
etables; and others, including Coca-Cola. 

KS Oils, an edible oils manufacturer in 
Morena in Madhya Pradesh, sources, processes 
and sells its own brand of mustard oil in the In- 
dian market. Working with over 2,000 farmers, 
the group has consolidated 5,000 acres of farm 
land in the Chambal area of Madhya Pradesh. 
“This initiative of working with farmers is very 
recent,” says Sanjay Agarwal, managing direc- 
tor of KS Oils. “We give the seeds to them as an 
input for free, and buy back the produce.” 

The increase in production from 50 metric 
tonnes per day (mtpd) in 1999 to 4,800 mtpd in 
2008 would not have been possible if KS Oils 
had not integrated the supply chain. As with 
Jain Irrigation, private equity money came in to 
help the company organise hitherto disaggre- 
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gated agricultural markets: in 2007, Citi Ven- 
ture Capital invested Rs 400 crore to pick up a 
33 per cent stake. “The money helped us scale 
up production, and (we) used the knowledge of 
our western partners to sell our branded oil 
across the country,” says Agarwal. 

Such success lies in the buy-back arrange- 
ment with farmers to whom they supply seeds — 
first tried out by ITC in the tobacco business — 
earning trust of the farming community; which 
is all the more surprising because Jain Irrigation 
and KS Oils have no formal contracts in place. 
But there is one firm that uses written contracts: 
Mumbai-based AM Todd (India). The firm 
works with an area of 14,000 acres in Punjab, 
and has signed agreements at market prices 
with 3,500 farmers for peppermint, spearmint 
and arvensis, a plant whose oil extract is used in 
confectionery. Last year, there was a global 
shortage of mint and the prices skyrocketed, 
benefiting the farmers supplying AM Todd. “We 
buy back produce even when prices fall,” says 
Rajendra Ghogale, managing director of AM 
Todd. “We pay the farmer the market price, plus 
a bonus when prices are down.” 


Small is Beautiful 
While some have managed to address supply- 
chain issues, a few have attempted and, per- 
haps, succeeded in creating access. Trikaya 
Agriculture built its own cold store and process- 
ing units, and managed its own farms in Induri, 
Maharashtra. Samar Gupta, 45, managing di- 
rector of Trikaya, says his clients include the 
McDonald's and Subway chains in India; he 
also supplies exotics such as gherkins and ice- 
berg lettuce to other retailers. “I work with 70 
different exotics, and this is the future," he says. 
. Why haven't our vaunted corporate houses 
managed to build an integrated supply chain? 
An Ersnt & Young report says the food and gro- 
cery retail segment is estimated to be $152 bil- 
lion, or over halfthe total retail market in India, 
and is growing at 3.5-4 per cent annually. But 
the organised segment represents less than 
1 per cent of the total market, the lowest pene- 
tration level among all major categories. 
However, for large contract farming — or cor- 
porate farming — small land holdings of less 
than an acre pose aggregation difficulties. Mar- 
ket conditions also differ from state to state, says 
Vikram Puri, CEO of Mumbai-based Mahindra 
Shubhlabh. *There is no cohesive policy on 
where agriculture must progress in the future.” 
In the meantime, entrepreneurial spirit, embod- 
ied by firms such as Jain Irrigation, KS Oils and 
others, will find ways around the challenges. 
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Dethroning 
The Dollar 


by james robertson 


“ADAPT THE FINANCIAL SECTOR TO COMPETE 
successfully in global markets.” The 2007 
Mistry Report makes a sensible response to 
globalisation. At least for some years 
ahead, profits from international financial 
services threaten to go to places such as 
Singapore and Dubai, with costs to neigh- 
bouring countries such as India if they have 
to use them. But that isn’t the end of the 
story. As the balance of economic power 
shifts in the world, two other questions arise. 
What will come after the US ‘dollar hege- 
mony’? And what will be the eventual out- 
come of the present world credit crisis for 





The dollar's 


among others — the dollar, euro, rouble and 
yuan. Perhaps, the time has come to make 
our international monetary system more 
genuinely international — as proposed by 
John Maynard Keynes and rejected by the 
US at Bretton Woods 60-odd years ago. 


The Future Of Monetary System 
Should we continue to let commercial banks 
create the major part of their country’s 
money supply? That is now a more ‘fre- 
quently asked question’ after the recent 
credit boom and consequent credit crunch. 
At the national level, in pre-democratic 
times, kings and rulers profited from creating 
money. Now, ironically, in more democratic 
times it is not the public purse that profits, 
but the commercial banks. They create and 
put into circulation the greater part of the 
public money supply as bank account money, 
credited out of thin air to their customers as 
interest-bearing, profit-making loans. Only 
the smaller, more material part of the money 
supply — coins and banknotes — is issued by 


money and banking? decline can agencies of the state. Under these arrange- 
ments, coins and banknotes still bring in 
After Dollar Hegemony lead to some public revenue, but the commercial 
The dollar’s dominance has been increasingly confusion. banks enjoy much larger profits from the de- 
criticised in recent years. World trade has be- materialised, bank account money they cre- 
come ‘a game in which only the US can pro- A more ate and lend to their customers. 
duce dollars, while everyone else produces international Meanwhile, in public interest, central 
things for dollars to buy’. For using the dollar banks have to try to control the quantity of 
as the main global currency, the world pays monetary the money supply indirectly, by regulating 
the US an estimated subsidy of well over system is interest rates to influence the demand of 


$400 billion a year. A Pentagon spokesman 
justified this as a fee to the US global police- 
man. Most others see it as the richest country 
in the world forcing poorer countries to pay 
for its gross over-consumption of global resources. 

Active challenges to the dollars monopoly power are 
growing. Iran has threatened to switch its oil trading into 
euros. Russia's new President, Dmitri Medvedev, announced 
in February this year that the rouble will de facto become 
one ofthe regional reserve currencies; the new St Petersburg 
commodity exchange is expected to reach trading of 1.5 tril- 
lion roubles this year. And if China were eventually to re- 
place the US as the world's pre-eminent superpower, would 
the yuan replace the dollar as the world's single super- 
currency — as the dollar replaced the pound sterling in the 
20th century? 

Clearly, in the next few years, decline of the dollar's su- 
premacy could lead to international monetary confusion. 
The world's businesses, and the world's people, could find 
themselves in a messy globalised economy under a divided 
oligarchy of competing 'reserve' currencies, including — 


required 


businesses and citizens for bank loans. 

For some years, national pressure has 
been growing in some countries for mone- 
tary reform on the following lines. The func- 
tion of creating increases of bank-account money in circula- 
tion should be transferred to the central bank. It should 
become a crime for anyone else to create them, just as coun- 
terfeiting banknotes and forging coins are crimes. At inter- 
vals, the central bank should decide on how much new 
money needs to be created to achieve the elected govern- 
ment's published monetary objectives. The central bank 
should then create it out of thin air and transmit it to the 
government' account as a debt-free gift. The government 
should use it as public revenue, and put it into circulation as 
public spending under normal budgetary procedures. 

The following are among the arguments supporting this 
reform. The value from creating the public money supply 
would become a source of public revenue for the benefit of 
all, not a source of private profit for commercial banks and 
their stakeholders. The reform would benefit all non-finan- 
cial businesses and individuals who are not dependent on 
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< the profits of the financial services industry for their in- 
mes and wealth. It would remove many damaging eco- 
-. nomic, social and environmental consequences that follow 
^ from creating most of the public money supply as debt; and 
first use of newly created money would no longer go to pur- 
poses profitable to commercial banks themselves, such as 
buying existing assets like land. 

These arguments are gathering support. It has baone 
clearer over recent months that the international tangle of 
interbank debt resulting from the credit boom, and the sub- 
sequent damage to bank customers, the banks themselves 
and their national economies, was at least partly due to let- 
ting the commercial banks create most of our money as debt. 







international monetary system should be 
ternational and less dependent on private 


p system dependenee i on orale d nies exposes itto 
the risk of a collapse of confidence in the system as a whole; 
it concluded. " 

Since then, little practical progress has been made. But 
now the Bric nations (Brazil, Russia, India and China) and 
other ‘emerging’ countries are flexing their muscles. India 
and China have just collapsed the seven-year world trade ne- 
gotiations in Geneva to protect their peasant populations. In 
May, ministers from India and other Bric countries de- 
manded an international monetary system founded on the 
rule of law and multilateral diplomacy in “a more demo- 

. eratic, fair and stable world where emerging markets have a 

_ greater role and the dominant powers are contained by the 

!. same rules as everybody else". 

.. In fact, most of the people will benefit from fundamental 

-= changes in the 1994 Bretton Woods arrangements, and 

especially from a new genuinely international debt-free 

“currency. It would be issued by a world monetary authority 

== as the main international means of payment. It would 

- -provide a more efficient, fairer and more stable basis for 
our globalised economy, and a new source of public revenue 
for UN expenditure and per capita distribution to UN 
member nations. 

India would then not need to worry about a rupee/dollar 
currency futures market in Dubai or Singapore; Mumbai 
and other Indian financial centres could set up their own 
rupee/world currency futures markets. And, in a coalition 

^ of other like-minded countries, India would have served 

— not only the interests of Indian businesses and people, 

- but would have played a leading part in a historic break- 

..— through for the world. 
















~ The author is an expert on monetary systems and has 
written several books, including The Future of Money. 





& STEEL AUTHORITY OF INDIA LIMITED. 
: ` Government of India Enterprise) 


KE SAIL 
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SAIL is a Navratna Company in the business of steel with an annual | 
turnover of around Rs. 46,000 crore. SAIL is implementing an 
expansion programme involving project work of building/adding new | 
facilities. The Company envisages substantial increase in production. | 
Together, SAIL plants produce the widest spectrum of steel products 
in the country, covering both flat and long product segments, for | 
servicing the varied needs of an industrial panorama. SAIL is looking | 
for Collieries and Electrical Arc Furnace Professionals as per details | 
mentioned below: i 


1. Post : General Manager (Mines) For Collieries in West Bengal | 
and Jharkhand 
Number of posts: One 


| | Qualification: B.E/8.Tech in Mining Engg. with first class Mine 
| Manager's Certificate (Unrestricted). 


Experience: Minimum 20 years of post qualification executive | 
experience in coal mine planning, project i implementation & | 
operation of open cast/underground coal mines out of which. 
minimum 2 years of experience in the pay scale of] 
Rs. 19500-450-25350/- (effective from 1.1.1997) (Industrial DA | 
pattern) or equivalent. Should have worked as Mines Manager of | ` 


. | Mechanised Coal Mines for at least 5 years. 


2. Post : General Manager (Electric Arc Furnace) for Alloy Steels | 


| Plant, Durgapur 


Number of posts: One 
Qualification: B.E/B.Tech & ME/M.Tech in Metallurgical Engineering 


| from Institute of repute. 
| Experience: 


e Minimum 20 years experience in a large organization out of which 
minimum 2 years of experience in the pay scale of Rs. 19500- 
450-25350/- (effective from 1.1.1997) (Industrial DA pattern) or 
equivalent in the area of Electric Furnace and Secondary Steel | 
Making. 

e Should be proficient in EAF, VAD, LF, VOD, AOD processes in 
making stainless and alloy steels with working knowledge of 
casting process technology. 

@ Fairly good knowledge in process thermodynamics and kinetics 
in making allay steels will be an added advantage. | 


e Creditable experience in leading teams of Process Engineers in 


productivity and quality improvement areas. 


le Good analytical ability in solving shop logistics related problems | 


will be a desirable attribute. 
e Fairly good acquaintance with designs of EAF and Secondary 
Steel Making units. x 


Grade & Pay Scale: E-8 & Rs. 20500-4%-26500/- The compensation | 


package on cost to company basis would be around Rs. 10 
annum. (likely to be revised). 

Upper Age Limit: 50 years as on August 1, 2008 

Last date for submission of application is October 1, 2008 
For detailed advertisement and how to apply, please visit our website | 
www. sail.co.in | 


There's a little bit of SAIL in everybody's iffe 


lakh per | 
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PARTICLE PHYSICS 


Entering The 
Next Zone 


by P. Hari in San Francisco 


Data coming 
out of the 
Large Hadron 
Collider tests 
can have 
various uses 


THEORETICAL PHYSICISTS GENERALLY EARN THEIR 
living by pure thinking. For several centuries all 
they needed as equipment was a pen and some 
paper, and the rest of the world had no qualms 
with that. Slowly they started using sophisti- 
cated equipment to test their ideas. As the 20th 
century advanced, their ideas became too com- 
plex, and they needed expensive equipment to 
test their theories. So expensive that the world 
started to sit up and take notice of even theore- 
tical physics. 

The Large Hadron Collider (LHC) that the 
physicists built in Europe, part in France and 
part in Switzerland, is one of the most exquisite 


l i 
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The LAC experiments 
are expected to 
generate a huge 34 
Y amount of useful data 1 


* 


equipment ever built, if one does not let its size 
blunt its beauty. The LHC is a 27-km long ma- 
chine that took 10 years and $11 billion (about 
Rs 49,500 crore) to build. And all it would do is 
whirl protons and other particles around a tun- 
nel and smash them together. One aim of this 
experiment is to test some theories developed in 
the past decade or two. The other aim, not to- 
tally separate from the first one, is to see what 
went on in the universe when it originated. 


Building the machine is probably the easy part. 
Smashing particles that travel at nearly the 
speed of light is also easy, once you build the 
right equipment. But to understand the data 
that such collisions generate is not so easy. In 
fact, it is so difficult that physicists had to build 
another grand network of computers to do the 
analysis. While the physics that come out of the 
experiment can take years to find utility, the 
LHC computer network is already being used 
by people who have nothing to do with physics. 
In fact, this network could make climate change 
research easy. The next blockbuster drug could 
be designed using this network. “Our computer 
network is being used extensively by climate 
change and drug discovery scientists; says Ruth 
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Pordes, associate head of computing at Fermi- 
labinthe US. 
. Fermilab is one of the leading institutions 


Le. that helped build this computational network, 


. ealled Open Science Grid in the US. It is devel- 
oped by a consortium of universities and labo- 
ratories in the US. The corresponding compu- 
tational network in Europe is called Enabling 
Grids for E-sciencE, which connects 70 institu- 
tions in 27 European countries. Both these net- 
works were inspired by the LHC experiment 
but now go far beyond the physics experiment. 

The LHC was sufficient motivation for build- 
ing a large computation network. The physical 
theories that are being tested in LHC are as so- 
phisticated as any that human beings have in- 
vented, It will generate data like never before. 
We have grown used to gigabytes and terabytes 


¿ù Of data, The largest library in the world may have 


about a few terabytes of data. With the LHC, you 
get into the next level of measuring data, called 
the petabyte (PB). If you combine all the li- 
braries of the US, you would get 2 PB of data. 
The LHC would generate 15 PB of data every 
year. Analysis of the data needed the develop- 
ment of new technologies as well as networks, 
both invaluable to researchers in other fields. 


Hub Of Activity 

The LHC experiment is supposed to usher in a 
new golden age of physics. This ‘queen of sci- 
ences’ has been going through a rough patch re- 











A O Particle detectors 


Source: New Scientist 


cently. For at least four centuries, physics has 
been the most rapidly advancing branch of sci- 
ence. Physicists built beautiful edifices that 
later turned out to be extremely useful in the 
humdrum world of technology. They described 
the vast panorama of nature in a few subtle 
equations. In the past few years, some physi- 
cists have been trying to combine all their un- 
derstanding into one sophisticated and simple 
theory. This theory is still incomplete, and not 
easy to test. If they do not know what it is worth, 
physics can some to a standstill. 

For example, the so-called Standard Model 
— some physicists do not like the label — com- 
bines three of the four fundamental forces of 
nature into one. The only one that resists unifi- 
cation is gravity. The Standard Model has been 
tested in several experiments, but there is one 
fact that would confirm it beyond doubt: the ex- 
istence of the Higgs Boson. The discovery of 
this particle is fundamental to the success of the 
theory. “There is a lot at stake by discovering the 
Higgs Boson,’ says Sunanda Banerjee, physicist 
at Fermilab. If it is not discovered, theoretical 
physics could be turned upside down. 

The LHC has been shut down temporarily 
due to a Helium leak. On 10 September, it had 
started sending the first beam of particles 
around the tunnel. The original plan was to 
gradually increase the energy of the beam by an 
order of magnitude in two months. By early 
next year, the particles would have begun their 
first collisions and the data would 
start streaming in. Physicists would 
also begin analysis of the data. The 
computing grid that physicists 
would use has some unique features. 
It has several layers of software that 
hides the complexity of the network 
from the user. The users, thus, do 
not know where their data sit and 
where the computation is being run. 

It also functions in a democratic 
way. “Anyone can join and use the 
grid provided they agree to certain 
rules,” says Les Robertson, the 
leader of the LHC computer grid 
project till six months ago. Twenty- 
first century science depends heav- 
ily on computation, and the exten- 
sive computing grid will be one of 
the legacies of the LHC. As the 
physicists unravel the mysteries of 
the universe, they are also bequeath- 
ing to the world extensive comput- 
ing resources and technologies. 


p.hari@abp.in 
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The largest machine in 
the world 

The precise circumfer- 
ence of the LHC acceler- 
ator is 26,859 metre, with 
a total of 9,300 magnets 
inside. LHC is the 

world's largest particie 
accelerator. 





The fastest racetrack 
on the planet 

At full power, trillions of 
protons will race around 
the LHC accelerator ring 
11,245 times a second, 
travelling at 38.99 per 
cent the speed of light. 


The hattest spots in 
the galaxy, but even 
colder than outer 
space 

When two heams of pro- 
tons collide, they gener- 
ate temperatures 
100,000 times hotter than 
the heart of the Sun. By 
contrast, the ‘cryogenic 
distribution system’, 
which circulates super- 
fluid helium around the 
accelerator ring, keeps 
the LHC at a super cool 
temperature of 

-211.3° Ë 

The most powerful 
supercomputer sysiem 
The data recerded by 
each of the tig experi- 
ments at the LHC will fill 
about 100,000 dual layer 
DVDs every year. 


Source: Cern 
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SGIENGE BUZZ The fortnightly update on innovations and tech policies 


Follow the leader 





A team of engineers 


from the University of 


La Laguna in the 
Canary Islands has 
designed the 
‘Verdino’, a self- 
steering vehicle that 
can sense the road 
surface. The techniq- 
ue used — ant colony 
optimisation — is 
based on the method 
followed by ants to 
find the shortest way 


between an ant hill 
and sources of food. 
The vehicle has a 
camera that gathers 
the visual data 
necessary to apply the 
algorithms, and an 
internal control 
system that processes 
the data in real time 
and communicates 
with other vehicles to 
keep to the correct 
path along the road. 


Slim charge 
Researchers at UT 
Dallas’ NanoTech 
Institute offer insights 
into a new, 
lightweight, 
reliable means of 
delivering power 
via the 
supercapacitor — 


electronic 
components that can 
be charged and store 
energy reliably for 
long periods. Unlike 


sheets of single- 
walled carbon 
nanotubes embedded 
with a special 
polymer called 


car lead batteries, polypyrrole. 
which are typically 
heavier, capacitors Virtual effect 


and supercapacitors 
accumulate electric 
charge instead of 
using a chemical 
reaction. The 
researchers have 
created supercapa- 
citors using paper 









2-3 


Blind people get from 
point A to point B but 
mostly without the 
experience of the 
journey. The Talking 
Points urban orien- 
tation system deve- 
loped at the Univ- 
ersity of Michigan 
uses a volce- 
operated bluetooth 
system to tell blind 
pedestrians of the 
points of 
interests as 
they pass by 





community generated 
content via a website). 
This is the first step 
towards an audio 
virtual reality that 
could help visually- 
impaired people find 
public restrooms, 
trans-portation, etc., 
with Braille menus, 
for example. While 
useful for the blind, 
this can be used by 
businesses to give 
previews of sales 
inside business 








Cloud Computing: 
Spreading The Net 


The internet might 
be able to store all your data and even 
serve as the operating system in future 
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(using premises. 
2020. The PC would no longer be 
the centre of your computing. 
In another two decades, mesh 
THE WORLD WIDE WEB (WWW), VERY FEW networks — where each node is 
people would now remember, came connected to every other node — 
out of Cern, now the home of the may have become widespread. 
Large Hadron Collider. It was built | Mesh networks are often described 
by Cern scientists in 1989 as a way — as a disruptive technology. They 
for researchers to keep in touch. . can heal themselves, and take care 
Within a few years, the WWW of breakdowns by routing data 
transformed the internet. Now itis — through another route. It is, 
difficult to imagine that it was perhaps, a matter of necessity: 
developed only 17 years ago. within probably three decades, all 
If we look ahead, what do we entities connected to the network 
have in store for the internet? It is would collaborate. Not soon after, 
easy to see what will happen, but devices would become cognitive. 
more difficult to see when. If we It is not just evolution in ace 
look a decade ahead, the most technology. As virtual communities - 
obvious transformation would be evolve, they might get legal status. 
the use of the internet as a basis It is difficult now to imagine what 
for all computing. It is now called this means. 
the cloud, but in 10 years it would Imagine the avatars of Second 
probably get a better name. The Life as entities with legal status. 
internet will store almost all our — The internet would by then be a 
data, and could even have started world in itself, as rich and as varied - 
becoming your operating system by as the world that we live in. 
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‘Space reserved 
for you 






By January 15, 2009, it'd be chock-a-block! Time you booked your stall 
space @ INFOCOM 08-09 and got connected to the global ICT market. 


Leave a mark with your cutting-edge products at exhibitors from India and abroad will showcase 
INFOCOM 08-09, India’s largest ICT exposition, their latest business solutions. So participate in the 
organised by Businessworld, India's best selling exhibition at the Salt Lake Stadium grounds and 
and most read business magazine. Being held in make an impression on thousands from across 
Calcutta from 15 — 18 January 2009, it is where the ICT world. 


x 
x 
x 


Stall sizes: 2m x 3m, 3m x 3m, 6m x 5m, 6m x 6m and mutiples. 
Over 150, 000 sq. ft. of exhibition space * Over 100,000 expected footfalls * Over 250 exhibitors in a fully air-conditioned ambience 
Focus segments: Hardware, Software, Communications, Electronics, Services, Infrastructure, Digital Lifestyle & Gaming. 


i 


For more details on participation as an Exhibitor 
bh | wire up with us: 
"E Bangalore and Hyderabad: Amitava À 


Ly 


Supported by: 


(CEAMA ELGINA * 
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PHARMACEUTICALS 


Block The Bug 


CURE ON THE 
HORIZON: Vaccines 
against TB, even for 

adults, are in advanced 
stages of development 


Use of 
vaccines in 
cure as well 
as prevention 
has sparked 
new interest 


CONVENTIONAL 
wisdom says that 
prevention is better 
than cure. However, 
when it comes to 
business, cure is 
better than 
prevention as it rakes 
in the big bucks. 
Which is why large 
pharmaceutical firms 
have not seriously 
invested in vaccine 
research. This is 
changing rapidly now 
as vaccines are being 
developed for a large 
number of infectious 
diseases. While 
vaccines now promise 
to control deadly 
infectious diseases, 
they could also help 
prevent or treat 
diseases such as 
cancer, Alzheimer’s or 
heart disease. 

Take, for example, 
a disease such as 
tuberculosis (TB). It 





is one of the world’s 


biggest killer disea- 
ses. One-third of the 
people in the world 
are infected with 
mycobacterium 
tuberculosis, and 
every second, one 
new person gets 
infected. More people 
die from TB than 
from any infectious 
disease except AIDS. 
Treatment is difficult 
as it requires several 
months of 
chemotherapy, and 
the drugs are no 
longer effective 
against many strains 
of the bacillus. Now 
vaccination offers a 
way out. 

BCG, the TB 
vaccine manufa- 
ctured by several 
companies, is one of 
the oldest in the 
world. But it is 
effective mainly in 


children. Now The 
Vakzine Projekt 
Management, a 
public-private joint 
venture in Hanover 
in Germany, has 
tweaked the genes of 
the BCG vaccine to 
make it effective in 
adults: it entered 
clinical trials last 
week. Other kinds of 
TB vaccine are in 
various stages of 
clinical trials in other 
countries. A vaccine 
developed jointly by 
the Swedish firm 
Sanofi-Aventis and 
the Danish lab 
Statens Serum 
Institut is one of 
them. In the UK, 
Oxford University 
and the Wellcome 
Trust are trying a 
vaccine in Africa now. 
And in Korea, 
scientists at the 
Pohang University 
have reported that a 
DNA vaccine (a piece 
of DNA that is 
injected as a vaccine) 
is preventing 
secondary TB 
infection. 

While vaccines 
provide hope of 
controlling this 
deadly disease, 
leading labs and 
pharmaceutical firms 
have started using 
vaccines to prevent or 
treat many other 
diseases. Last week, 
the US Food and 
Drug Administration 
cleared Gardasil, 
Merck's vaccine 
against the Human 
Papilloma Virus, for 
use against certain 
types of cervical 
cancer in women. 
The first cancer 
vaccine in the world 
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was approved only in 
April this year (by the _ 
biotech firm 
Antigenics) in Russia 
for kidney cancer. 

Over the past few 
years, vaccines are 
being tried to treat 
even metabolic 
diseases. For 
example, scientists at 
the Karolinska 
Institute in Sweden 
have shown that a 
vaccine can work to 
treat cardiovascular 
diseases. A team 
there is developing a 
vaccine to boost 
‘high-density 
lipoproteins, which 
when present in low 
levels is a risk factor 
for heart diseases. 
They have also disco- 
vered new risk factors 
such as low levels of 
an antibody called 
anti-phosphoryl- 
choline, and its levels 
can be increased 
through vaccination. 

It is no wonder, 
then, that the vaccine 
market, which stood 
at around $10 billion 
last year (according 
to US market 
research firm 
Kalorama 
Information), is likely 
to touch $23 billion 
by 2012. In fact, 
observers predict that 
one vaccine, against 
Alzheimer’s, being 
developed by Wyeth 
Pharmaceuticals, 
could become the 
largest-selling drug 
ever, overtaking 
Pfizer’s cholesterol 
drug Lipitor. The 
next decade could be 
the decade of 
vaccines. 





P. Hari 


Buildine 
Relations 


CURTAINS WERE DRAWN ON THE FOURTH INTER- 
national Group Relations Conference 2008 
instituted by BW on 20 September. The 
seven-day conference, held in Goa, focused 
on experiential learning. Delegates 
discussed how they derive influences 
through their social and professional 
meetings with people; how their 


group relations conference B 


BW Ev 














interpretation of events are based on their 
way of looking at the world. 

The key topic in the conference was 
‘Managing transformation of self and one’s 
organisation in a globalised economy’. 
Delegates were asked to consider real-life 
situations they would encounter while 
working towards transformation of self and 
the institution. 

On the final day of the conference, Goa 
Chief Minister Digambar Kamat gave away 
certificates to all the participating 
delegates. The event would not have been a 
success without the support of the principal 
sponsor, the Goa government, and 
principal associate Xavier Institute of 
Social Service, Ranchi. 


1. Conference delegates 
and consultants with 
Goa Chief Minister 
Digambar Kamat 


2. Kamat (right) with 
Gouranga P. 
Chattopadhyay, 

Group Relations 
Conference co-director 


3: Kamat presenting 
the participation 
certificate to a 
conference delegate 
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AUTOMOBILES 


Luxury on rolls 


Rolls Royce A BENTLEY IS QUICKER AND A MAYBACH IS 


: prettier, but there is no rival to a Rolls Royce 
remains the in regal splendour and quiet cruise. That is 
ultimate probably why most heads of state, royal 
families and business moguls prefer to ride 


status symbol this 20-footer lounge-on-wheels than any 
despite the other luxury automobile. 


Rolls Royce has a history of almost a century 
presence of in India. The maharajas of yore aspired to own 
many more this symbol of British engineering and crafts- 

' manship. Now, the company is trying to reach 
high-tech Cars outtothenewmaharajas, the billionaire en- 
terpreneurs. It opened a dealership in Mumbai 
in 2005, and has now added one in Delhi. The 
new owners of the company, BMW, have sold 
30 Rolls-Royce in India since taking over the 
company in 1998, 12 of them last year. 

“These dealerships not only take care of the 


By Feroz Ahmed 


ability and wafting-like drive 
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requirements of local customers, but also the 
local requirements of our global customers; 
says Graeme Grieve, director of sales and 
marketing at Rolls-Royce Motor Cars. 
"Typically, our customers have offices and 
homes at multiple locations in the world, and 
they like to have a Rolls-Royce at each 
location” The demand for the Roller among 
Indians and foreigners with bases in India is 
growing. With three months still to go this 
year, already 12 Rollers have been sold — as 
many as in the whole of last year. But the 
fastest growing market for the Roller is China, 
where more than 100 cars were sold in 2007. 

In fact, sales of Rollers are an indicator of a 
country's economy. The most Roller-loving 
country in the world is the US, which makes up 
a quarter ofthe world's GDP. Last year, nearly 
400 ofthe about 1,000 Rollers sold across the 
world were sold in that country. Of those 400, a 
little less than half were sold in one city alone 
— Los Angeles, Hollywood's home. Florida, 
with its colourful billionaires, was the next 
largest buyer ofthe uber-lux automobile. 

Itis one old mens car that even the young 
drool over for its subtelty and silence. It is 
the utter tranquility of Rolls-Royce amid the 
cacophony of traffic, its bump-less stability 
on rough roads, and its wafting-like drive at 
high speeds of 150-200 kmph that awes 
the uber rich into paying about $400,000 to 
own a Roller. 

According to the Delhi dealer of the brand, 
Yadur Kapur, a standard Rolls-Royce costs 
Rs 3.15 crore, including 112 per cent import 
duty. But this car is nothing if not 
personalised, and that includes exterior and 
interior colour to personal monograms, choice 
of leather, wood, embroidery, and installation 
of a safe box for jewellery in the boot or a 
humidor for cigars. Such things can add about 
10 per cent more to the cost of the car. The 
best thing is that you can see your car being 
made by engineers and craftsmen at its 
Goodwood factory, two hours from London. 
And you can actually be on the shopfloor and 
chat with the persons making your car. 

Of course, the car's persuasion includes the 
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EPITOME OF STYLE: 
Rolls-Royce Phantom 
(above) with extended 
wheelbase (below) 
Phantom Drophead 


luxury and sophistication of a nearly 20-feet 
ship on wheels powered by a 6.75-litre engine 
that seems to have power to spare even at high 
speeds or during sudden acceleration. Its 
interiors are made of 15-18 bull hides and 43 
wood parts, and it is loaded with high-end 
electronics that close doors and extend driver's 
vision through cameras in addition to a 15- 
speaker sound system. In fact, a Roller can be 
intimidating for even the rich. 

"Many of our customers have said that they 
did not feel that they were ready for a 
Rolls-Royce, that they were not successful 
enough,” says Grieve. “Our job in marketing is 
to help customers get over their diffidence and 
enjoy the car for its great engineering and 
comfort." 

According to Matthew J. Bennett, general 
manager for South and East Asia Pacific, once 
somebody tastes a Rolls-Royce, he keeps com- 
ing back for more. Ofthe 1,000 Rollers sold 
worldwide last year, 400 were acquired by 
those who already owned one, he points out. 

A lot of Rolls-Royce owners use the car to do 
business. "It is so quiet and offers such privacy 
even in traffic that many of our customers do 
business as they travel in the car” says 
Bennett. The most interesting use of this car is 
at private estates. "Some of our customers use 
the car as a golf buggy,” he says. 

While a fortunate few get to own a Roller, 
the rest count themselves lucky even if they get 
to ride one. Don’t miss a chance to travel in 
one if you get it. 











































AS IT PLAYS HOST TO THE 


Rajasthan Interna- — — e 
tional Folk Festival, — | = 
the historic site of — Ee 
Mehrangarh Fort in 2 | 
Jodhpur will once = 


again come alive with 
the sound of music. 
For five days — 10- 
14 October — artistes 
from various schools, 
traditions, nationa- 
lities and cultures will 
come together to 
celebrate music. 
Supported by the 
Mehrangarh Museum 
Trust and Jaipur Vira- 
sat Foundation, the 
festival, which has 
also been endorsed by 
Unesco as a Peoples’ 
Platform for Creati- 
vity and Sustainable 
Development, gives 
music lovers access to 
some of the most 
innovative develop- 
ments in folk music. 
The highlights of 
this year’s programme 
include the sisters 
Parveen and Rehana 
Mirza, who will per- 
form in the Kotha 
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AUTOMOBILES 


For the love of Civics 


THERE IS NO DOUBT 
that the Honda Civic 
is a stylish and 
futuristic car. But 
sexy? That’s the new 
Civic Sport. The 
limited-edition, all- 
white sport variant of 
the premium 
executive sedan, 
launched because 
Honda now has 
300,000 customers 
in India, wears 
oomph like paint. 

The Civic Sports 
distinctively sporty 
look comes from the 
underspoilers for 
the front, side, rear 
and trunk, in an 
uber cool model that 
makes bling look 
retro. For exclusivity, 
each unit has a spe- 
cial serial number on 
the gear shift. A side 
sticker complements 
the white aluminium 
alloy wheels. 

The Civic Sports 
beauty, however, is 





only skin deep. If 
you are hoping for a 
more powerful 
Type-R with a 2.0- 
litre engine, that’s 
not to be. The Civics 
1.8-litre stays; there's 
no suspension 
upgrade either. Some 
funky colours, match- 
ing alloys, more 
power, and a perfor- 
mance suspension 
set-up would have 
been nice. 

If you are a Civic 
enthusiast who likes 
exclusivity but does 
not have enough time 
(and, yes, a little 





SPORTY & SEXY: The 
New Honda Civic Sport 
exudes oomph but little 
performance 


more money) to 
customise it, the 
Civic Sport can be 
yours for Rs 12.36 
lakh (ex-showroom 
Delhi) — that's just a 
few thousand more 
than the Honda 
Civic 1.8V MT at 
Rs 12.16 lakh. And 
even if you are not, 


sigh away. Only 1,000 


Civic Sports are 
rolling out. 


Emanuel L. Joute 


Behind Bars: A waitress hands a glass of champagne through a pass- 
through in Alcatraz hotel, built in a former prison from 1867, in Germany. 


< 





f. 


x 


1 


- 





6 OCTOBER 2008 12 BUSINESSWORLD 


^ 


-— 





« AUTOMOBILES 
BON VIVANT 


Fuel-less biking Italian genius 


IF YOU WERE ASKED TO DESCRIBE ITALY IN 10 
words, chances are you won't be able to go 
beyond pasta, Mama Mia, Sonia Maino, er, 
Gandhi, Gucci and Armani, in that order. 
But did you know that the LML Vespa 
scooter — the favourite family vehicle of the 
19705 apart from Hamara Bajaj — was not 















Indian but an Italian creation? For those 
surprised, a visit to Italian Genius Now — 
—— — — an exhibition that brings together artists, 
ELECTRIC CARS SURE CRUISING AHEAD: craftsmen, designers, architects, fashion designers 
make news, but it is Sales of Yobykes have and photographers — would be enlightening. 
electric bikes that are touched a new high An outcome of a collaboration between the 
~ already cruising rural Indian Council for Cultural Relations and the Ita- 
India. The rise in fuel ^ registration, making lian Cultural Centre, the exhibition — in New 
prices must have them as easy to own Delhi's Travancore House till 28 September — 
something to do with as a bicycle. "The showcases paintings, photographs, sculptures, 
it, of course, but the trend has caught on installation art and even everyday objects such as 
trend to ride green, and we will see more a chair, lamp, table, television, and, yes, a Vespa 
which swept Europe innovation and style scooter. The idea is to show the evolution of z 
in the 1990s, appears in electric bikes in Italian design over the past 60 years and also < 
to have finally arrived India,” says Avinash bring out the connection between artists, z ; 
in India. Bhandari, joint architects, scientists and entrepreneurs. š 
Gujarat-based managing director Sergio Fintoni, the director of the exhibition, = 
Electrotherm (Indias and group CEO of explains that this is an attempt to show how art š 
Yobykes are selling Electrotherm. and design can come together for the sake of < 
fast in tier-II cities An ACNeilsen business. According to him, Indian companies do Š 
such as Surat and report says the market not fully understand the importance of design š à; | 
Nasik; they lead the for electric vehicles in and aesthetics. They find it hard to understand INNOVATIVE ART: as 
e et TT . * ay 
electric two-wheeler India is expected to that millions of rupees can be spent on just one (top to bottom) statuette 
market with over grow from about idea. That is why, he says, while many Indian made of chewing gum — o 
F 50,000 units sold so 200,000 units at the designers supply to reputed brands such as by Maurizio Savini, Holy - 1 
far. If Hero Cycles end of last year to Gucci, there is no world-class Indian brand. Family by Vanessa TOP 
counts the noise-free 490,000 units by Hope those with moolah bags are listening. Beecroft, ceramics by 42 
250-watt motor Ultra March 2009. As for Shalini S. Sharma Aldo Londi P | 
Maxi as its bestseller, power outages, there i 
the TVS Groups is the nuclear deal | 
Teenz, priced at Rs now. The timing 
20,000-Rs 35,000, is couldn't be better. 
focused exclusively on M. Rajendran 


teenagers and women. 
Meanwhile, the latest 
entrant, Murugappa 
Groups Tube 
Investments of India 
(TID, is launching its seag 
electric bikes under i 
the BSA brand in 
Kerala shortly. 
Electric bikes 
need neither a 
licence nor 
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BROWSING 
Suman 


Srivastava 
CEO, Euro RSCG 
India 


| am reading The Last 
Lecture by RANDY 
PAUSCH. | watched the 
video of the lecture just 
after Pausch died, found 
it absolutely fascinating 
and bought the book. | 
normally read non-fiction 
books — from physics to 
philosophy, Indian 
culture to management, 
and biographies to 
humour. | buy books 
almost indiscriminately, 
and get nervous if my 

'to read' shelf is empty. 
So, | always keep it 
stocked. The other books 
on my reading list are 
Sea of Poppies by 
Amitav Ghosh and 
Billions of Entrepreneurs 
by Tarun Khanna. 








by sumati nagrath 


EMPIRES OF THE INDUS THE STORY OF A 
RIVER BY ALICE ALBINIA; JOHN MURRAY; 
PAGES: 309; PRICE: Rs 550 


GIVEN HOW MUCH SPACE PAKISTAN ENJOYS IN IN- 
dian media and Indian minds — as a constant 
and ever-present security threat, as a cricketing 
rival, or simply as a cultural cousin — it is ironic 
how little we know of that country. Born in 
1947, the country may not have a prior so-called 
political history to speak of, but it has a cultural 
and social history — intimately connected with 
its land, especially the Indus river — which runs 
almost parallel to that of India's. 

In her impressive and very original first 
novel, not only does Alice Albinia discover this 
history, but goes on to narrate it in a style that 
enthrals both the head and the heart. The seeds 
for the book, we are told, were sowed in 2000, 
when while reading the Rig Veda — which, as 
she later discovers, is set in the Indus Valley, im- 
plying that *Hinduism's motherland was not in 
India, but Pakistan, its demonised neighbour" 
— she first stumbled upon the evocative de- 
scriptions of the ‘Unconquered Sindhu' or the 
Indus river. And thus began Albinia's *obses- 
sion" with the river. Eight years later, the result 
is a delightful and insightful travel-cum-histor- 
ical narrative that takes the reader through sev- 
eral geographical, civilisational, cultural, reli- 
gious, political and social landscapes. 

Her remarkable journey — which is some- 
times legal and at others dangerously illegal — 
begins in Karachi, among the untouchable 
Bhangis, who are single-handedly responsible 
for cleaning the city's stinking and festering sew- 
ers. It is through their stories that Albinia intro- 
duces the reader to the horrors ofthe 1947 Parti- 
tion — an event that till date continues to foster 





ALICE ALBINIA was born in London in 1976. She 
read English literature at Cambridge University 
and South Asian history at School of Oriental 
and African Studies, London. In between, she 
worked for two years in Delhi as a journalist and 
editor. Empires of the Indus is her first book, 
for which she won a Royal Society of Literature 
Jerwood Award for Work in Progress. 


One River, 
Many Histories 


virulent hatred in the hearts of millions of Indi- 
ans and Pakistanis. With Partition, says Albinia, 
“the citizens of India and Pakistan have suffered 
the stifling of their mutual history, and the loss 
of access to lands, languages and faces that were 
once part of their shared vocabulary’. 

But the protagonist here is not any individ- 
ual, or community, but the Indus river, which 
was treated with the same thoughtlessness at 
the time of Partition. And as she travels from 
the mouth to the source, traversing Pakistan, 
India, Afghanistan and Tibet in the process, Al- 
binia discovers that the mighty river — which 
once cradled nascent and progressive civilisa- 
tions alike, was the muse of saints as well as po- 
ets, and an integral link between various cul- 
tures — is now slowly dying, choked by conflict, 
unthinking water management policies and 
sheer neglect. Today, the Indus dries up much 
before, in the plains of Sindh, instead of com- 
pleting its natural course and merging with the 
Arabian Sea. The delta has shrunk from 3,500 
sq. km to a mere 250 sq. km. 

The plight of the river at its source is even 
more disturbing. On arriving at the upper 
reaches of the Indus at Ali in Tibet, Albinia ob- 
serves, “There is a blue boot and a bicycle tyre 
where the water should be; Chinese instant- `“ 
noodle packets are scattered about like flowers 
— but where is the water?” The water, she dis- 
covers, has been dammed by the Chinese. 

But during the course of her journey, the in- 
trepid and ever-observant Albinia does find 
remnants of the cultures and people that once 
flourished alongside the Indus. She comes 
across the Kalash, who have been proclaimed 
by Pakistan to be ‘the key to India’s Aryan mys- 
tery. They are, she says, “neither Muslim, 
Hindu, nor Buddhist, the Kalash religion is syn- 
cretic, involving a pantheon 
of gods, sacred goats, and a 
reverence for river sources 
and mountain tops’. 

Albinia also stumbles 
across the Sheedis — some of 
whom are also to be found in 
Gujarat — who are the de- 
scendants of African slaves 
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brought from that continent into Asia by Mus- 
lim traders centuries ago. Once a proud people, 
they now struggle to disguise their heritage. 

Albinia’s captivating account takes us back 
4,500 years to the time of Mohenjodaro, rein- 
terprets the tales of Alexander's entry into the 
region, and exposes us to rich but forgotten ar- 
chaeological remains such as the tombs of the 
Kalkhoras, the rulers of Sindh in the 18th cen- 
tury. But these tombs, which are adorned with 
frescoes depicting scenes from life as it was in 
those days, lie abandoned and ignored. “In Eu- 
rope, observes the author, “such treasure would 
sustain an entire tourist industry. Here, they 
stand in a windswept desert, blown by the sand, 
visited only by the occasional porcupine.” 

The book is a brilliant chronicle of a river 
that has at one point or another nurtured at 
least four major religions of the world — 
Hinduism, Islam, Buddhism and Sikhism. 
But sadly, the Indus, once a mighty river that 
inspired poets and intimidated explorers, is in 
danger of running dry. 


SELECTION 1 
Other Side 
Of The Story 


TALES OF TWO CITIES 
BY KULDIP NAYAR AND ASIF 
NOORANI; LOTUS/ROLI; 
PAGES: 126; PRICE: Rs 295 


THIS BOOK IS ACTUALLY A TALE 
of five cities across two countries — Sialkot, 
Delhi, Mumbai, Lahore and Karachi. Blame the 
title on the editors itch to borrow gravitas from 
the Charles Dickens’ classic, A Tale of Two 
Cities. But the book does not need any crutch as 
the autobiographical narratives of two eminent 
journalists from India and Pakistan — both of 
whom migrated to the other side of the border 
created in 1947 — hold their own as stories of 
transformation of the key cities of the subconti- 
nent following the great divide. 

Kuldip Nayar turned 24 on the day of 
Pakistan's creation. And the same day, he and 
his family left their meal midway to take refuge 
in Sialkot jail as a precaution. Later, the family 
left for India in batches. Ironically, Nayar’s first 


~ job in Delhi was with an Urdu newspaper, 


which had at one stage supported the two- 
nation theory. The arrival of a million Punjabi 
refugees in a city of half a million people 
turned Delhi into a Punjabi city in one stroke. 
And the Punjabis, Nayar points out, “crowded 
out the dainty, decent culture of Delhi with 





our crudeness and indiscipline”. 

Asif Nooranis migration was relatively 
smooth. His family moved to Pakistan only in 
1950, when he was eight years old. And their 
migration was more for economic promise than 
due to a threat to life. Adjusting to rustic Lahore 
was hard on cosmopolitan Bombayites. They 
moved to Karachi, which was being trans- 
formed by migrants into a cosmopolitan 
business hub. 

Even for those tired of Partition prattle, these 
personal accounts are a refreshing change on 
the theme. 

Feroz Ahmed 


SELECTION 2 
UNS A Perfect 
Match 


MARRYING ANITA (BLOOMS- 
bury) is part autobiographi- 
cal and part fictional narra- 
tive of a 30-something 
womans search for a hus- 
band. Having failed to find a 
suitable match in the cosmopolitan cities of 
London and New York, a hopeful Anita (the au- 
thor) makes her way to New Delhi. And what 
she finds both surprises and frustrates her. 

Despite being confronted with the stereo- 
types and cliches that define and circumscribe 
India in the western imagination — caste, 
chaos, IT geeks, poverty, arranged marriages 
and ultra-macho men among others — this 
Indian-American author avoids falling prey to 
them. In fact, she does one better — she sub- 
verts these stereotypes creating an ambivalence 
that we all feel but find ourselves unable to ar- 
ticulate. But what impresses most is the com- 
plete absence of the nostalgia, romantic or oth- 
erwise, which has been the hallmark of most 
novels written by diasporic Indians. 

Jain manages to tell, with humour and star- 
tling honesty, not just her story, but also that of 
a nation that is so much in flux at the moment 
that it is almost impossible to make a definitive 
statement about it. The sociological commen- 
tary on India's contemporary caste, cultural, 
sexual, gender and class divides is made while 
telling the stories ofthe young men and women 
she encounters in her search for a husband. 

Her style is simple yet effective, and the ‘Har- 
vard-acquired vocabulary' does help, too. But 
some things just cannot be explained, says Jain. 
One of which is because someone isn't a wrong 
husband, does not make him a right husband. 
Sumati Nagrath 
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THE SNOWBALL: 
WARREN 
BUFFETT AND 
THE BUSINESS 
OF LIFE 

BY ALICE SCHROEDER 
BANTAM 

Warren Buffet's success 
and the secret behind 

it have aroused the 
interest and curiosity of 
hundreds and thousands 
of young people wanting 
to make it big in the 
investment world over 
the past few decades. 

In his first authorised 
memoir, Buffet finally 
allows a glimpse into his 
struggles, follies and 
learnings, and how they 
provided him the wisdom 
that is behind 

his success. In The 
Snowball, the reader is 
given access to the 
private life of this 
legendary man — and it 
is a story that is complex, 
compelling and, in many 
Ways, very real. 


BW Opinion 





Capitalism Overboard 


The exception- 
ality of the 
crisis can be 
gauged from the 
fact that the US 
has guaranteed 
a takeover and 
nationalised 
Fannie Mae and 
Freddie Mac 





THE STORM BLOWING THROUGH AMERICAS FINAN- 
cial sector is front-page news in India. It is no 
doubt sensational; the end of the 158-year-old 
Lehman Brothers is bound to make people 
wonder if any firm is safe. The interest is also 
understandable since the US is the world’s 
largest economy; for all the growth in India and 
China, the US still accounted for a 
fifth of the world’s income in 2007 at 
comparable prices. Its share of In- 
dia’s exports is only 10 per cent; 
China now takes more of our exports 
than the US. But our major trade 
partners are more dependent on the 
US market than we are. Besides, the 
US is the largest foreign investor in 
India, once the investment coming 
through Mauritius is traced to its 
original source. It is not just the di- 
rect relations that matter; America’s 
troubles can travel down to India 
through many other countries and 
channels. We live in an intercon- 
nected world; and the US is a size- 
able chunk of that world. 

The mortgage crisis in the US de- 
veloped rapidly over 2007; the num- 
ber of properties being foreclosed rose from 
24.0,000 in the first quarter of 2007 to 528,000 
by the last quarter, and further to 740,000 by 
the second quarter of 2008. The foreclosures 
are not surprising, for the share of subprime 
originations had been going up for over a 
decade; from 5 per cent in 1994, it rose to 13 per 
cent in 1999 and 20 per cent in 2006. The sub- 
prime loans included Ninja loans to borrowers 
with No Income, No Job and no Assets. Mort- 
gage lenders paid young salesmen bonuses on 
the volume of loans they signed up. Often bor- 
rowers were given loans without their having to 
put in any equity. If they could not pay their 
equalised monthly installments, the arrears 
were just added to the amount due. No wonder 
many of them got hopelessly in debt. 

But no lender can survive just by lending. It 
also needs repayments. The lenders were stor- 
ing up trouble, and it came with a vengeance. 
First it was Lehman Brothers, then Bear 
Stearns, then AIG, then Freddie Mac and Fan- 
nie Mae, the two mortgage refinancing corpora- 
tions which held half of all the mortgage loans 
between themselves. As time goes, the financial 
gods seem to be playing a game of ninepins. 


BLOOMBERG 


That is a classic feature of a financial crisis: 
the failure of one firm inflicts losses on its cred- 
itors, and they in turn fail to repay their debts, 
bringing down a widening circle of firms. Epi- 
demics of failures can hurt entire economies, 
bring down production and throw millions out 
of jobs. This has happened so often, and some- 
times with such dire consequences, that there 
are well established drills to prevent crises. 

The remedy is supposed to be for central 
banks to lend money freely to banks at low rates 
of interest, thus releasing liquidity and bringing 
down interest rates. Federal Reserve has done 
that, albeit quite late. In the last week, it also en- 
tered into currency swap arrangements with 
other central banks so that it can release liquid- 
ity in dollar markets abroad. But this has not 
been its dominant or major strategy. For this 
crisis is not a banking crisis. Only one bank has 
failed; it was the little Indymac Bank, which 
was taken over by Federal Deposit Insurance 
Corporation. But by and large, conventional 
bank rescue policies cannot work in this crisis. 

So the US Treasury and Federal Reserve have 
concentrated on finding buyers for failing fi- 
nancial institutions. But a firm can be sold only 
if it has positive value. As mortgage companies’ 
portfolios become irrecoverable, a time soon 
comes when no one is prepared to pay for them. 
Their price becomes negative; buyers have to be 
paid to take them over. That too has happened; 
the Treasury had to give a guarantee on $29 bil- 
lion of Bear Stearns’ assets before JPMorgan ` 
and Chase could be persuaded to take it over. 

That solution works as long as there are sol- 
vent firms big enough to absorb failing firms. 
But Fannie Mae and Freddie Mac were so big 
that no private firm could absorb them without 
getting indigestion. That is why they had to be 
nationalised. It is strange for the bastion of cap- 
italism to take private corporations into state 
ownership; but exceptional situations bring 
forth heretical solutions. 

Heretical it may be, but it may not remain 
exceptional. If America’s biggest financial insti- 
tutions falter, the government will step in and 
bail them out. America has for two centuries , 
been regarded as the bastion of private enter- 
prise. But between survival and ideological pu- 
rity, survival will win. Today's heresy will be- 
come tomorrow's orthodoxy; the home of 
capitalism will become the temple of — could it 
be state intervention? 
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~~. Moss Weave Trousers: Crafted using a unique finishing technique that leaves the woven 
! piles intact; they give you a velvety feel and a stunning look. 
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Available at all exclusive ColorPlus showrooms and other retail outlets. You can shop online at www.colorplusonline.com 
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Baro 


Inspired by Italian dark wines - full bodied, vibrant and youthful. Zodiac presents Barolo. 
Structured dark shirts, mysterious yet full of fun. Immaculately finished with our trade mark mother-of-pearl Trinity buttons. 
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ZODI AC 


FINEST QUALITY SHIRTMAKERS 


DRAFTFCB + ULKA 811771 


www.zodiaconline.com 
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Three decades of 
blind faith m 
unfettered markets 
is backfiring 





www.hondacarindia.com 


challenge was to exceed every expectation, and raise the benchmark. From the 'Arrow Shot Form' design, the spacious 
rior, or the unique 5-speed AT with Paddle Shift that ensures an exciting performance, to the unmatched safety features — 
rything about the new City reflects the joy of going beyond. Experience it for yourself. It's time to enjoy your challenges. 


a 


2 Years Extended Warranty + 4 Years Roadside Assistance 


EI 


ar: 42597000, Peeragarhi: 45520000, Southend Honda, Badarpur: 40621212, Saket: 40611212; FARIDABAD - Classic Honda: 0129-4097000; GHAZIABAD - Prime Honda 
.LY - Heritage Honda: 0581-2560007; DEHRADUN - Divine Honda: 0135-2645001; KANPUR - Pushp Honda: 0512-2544600; LUCKNOW - Fortune Honda: 0522-2200701; 
ALANDHAR - Prestige Honda: 0181-3067777; LUDHIANA - Horizon Honda: 9915798000; Prestige Honda: 0161-3067777; PATIALA - Prestige Honda: 0175-3067777; 
95; UDAIPUR - Autokam Honda: 0294-2491641: EAST: KOLKATA - Imperial Honda: 033-22896801; Pinnacle Honda: 033-40004444: Windsor Honda: 033-39839400; 
‘da, Sion: 42777777; Arya Honda, Prabhadevi: 24228686; Ballard Estate: 67459999: Linkway Honda, Andheri(E): 66123150; Malad: 66123725; Hallmark Honda. Navi Mumbai 
194; NAGPUR - Rushabh Honda: 2295406; NASHIK - Rushabh Honda: 2388100: GOA - Coastal Honda: Verna: 6693333, Panjim: 6643738 AHMEDABAD - Landmark Honda 
3698883; INDORE - Abhikaran Honda: 9893041888; RAIPUR - Shubh Honda: 9993574000: JALGAON - Skyline Honda: 2213291, JABALPUR - Splendid Honda: 2636000: 
Road: 080-25553367; Magnum Honda, Kanakapura Road: 080-26322271; MANGALORE - Peninsular Honda: 9243309999: HUBLI - Lakeview Honda: 0836-2278837; 
'am Honda: 0452-2343458; HYDERABAD / SECUNDERABAD - Pride Honda: 9951607006: Sundaram Honda: 9849168323; VIJAYWADA - Sundaram Honda: 9849725556 
u: 9895199000; TRIVANDRUM - Peninsular Honda: 9895299000. 
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The Power of Dreams 


THE ALL NEW CITY 


Fuel efficient, 118PS, i-VTEC engine Airbags, ABS & Brake Assist as standard Advanced Integrated Audio with USB port 


NORTH: DELHI - AutoMax Honda, Mayapuri: 45656565; Courtesy Honda, Okhla: 40710000; Prime Honda, Patparganj: 9999109841; Ring Road Honda 1308 Wotina 
9999109846; GURGAON - Pearl Honda: 0124-3021111; Ring Road Honda: 0124-4688000; NOIDA - Ace Honda: 9999673820; AGRA - Heritage Honda 2-2641560; BAREI 
AMRITSAR - Prestige Honda: 0183-3067777; CHANDIGARH - Harmony Honda: 0172-5022222; Prestige Honda: 0172-3067777; HISAR - Lotus Honda 21 J 
KARNAL - Prestige Honda: 0184-3067777; JAMMU - Hill View Honda: 0191-2662731; JAIPUR - Pink City Honda: 0141-3106820; JODHPUR - Royal Honda 
BHUBANESWAR - Highway Honda: 0674-2463522; SILIGURI - Sunrise Honda: 0353-2571763; JAMSHEDPUR - Millennium Honda: 0657-22007 WEST: MUMBA : Hoi 
27675000; PUNE - Deccan Honda: Satara Road 9850771223; Bund Garden: 9373448839, AURANGABAD - Deccan Honda: 9373344301 KOLHAPUR - Riverside Honda: 992210 
9825812777; SURAT - Landmark Honda: 9825232213; RAJKOT - Landmark Honda: 9825219920; VADODARA - Aspen Honda :9099101000; BHOPAL - Ab hikaran Hond: 
SOUTH: BANGALORE - Dakshin Honda, Hosur Road: 9880421212; Lavelle Road: 080 - 22969811: Whitefield Honda. Whitefield Road: 984500806 

CHENNAI - Capital Honda, Airport GST Road: 9940460001; Sundaram Honda, Mount Road: 9940411111: COIMBATORE - Sundaram Honda: 0422-24493 MADURAI - 
VIZAG - Sundaram Honda: 9849120325; CALICUT - Peninsular Honda: 9895399000; COCHIN - Cosmic Honda, Muttom Kalamassery: 9287411111; Peninsular Honda, 
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Exhibit #9 


Hafeez Contractor House 
On display at Lower Parel 


A 40 storey commercial complex designed to cater 
to Fortune 500 Companies and eminent Business Houses 


A signature creation in chrome, glass and steel 

10 high speed elevators, including 2 glass backed and 2 service elevators 
Power from 2 separate substations including an in-house genset 

World class fire-fighting and security systems 

Green Building Compliance 


Backed by Orbit Assurance™ - Soundproof double 
glazed windows, guaranteed on time possession 
and 20 year warranty on water proofing 


Call +91 22 3044 7000 


Orbit Fine Art Series 


We make business, an art. 





ORBIT 


ORBIT CORPORATION LID 


VISION BEYOND THE OBVIOUS 
www.orbitcorp.com 


Indias nest [nternational Address 
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Editor s Letter 





The Ostrich _ Businessworl 


Syndrome 


IT IS NOT HOW ONE CAN 
extract markets from 
their current turmoil 
that is worrying me. 
It is why several early 
warnings of the trou- 
ble — including many 
in BW — were ig- 
nored by the govern- 
ment and public that 
I cannot fully under- 
stand. Part ofthe rea- 
son is that whenever a 
warning flashed, vest- 
ed interests countered rational con- 
cerns with emotive rhetoric, finan- 
cial jugglery and misinformation. 
Ministers talked sagely of “strong 
fundamentals”, politicians mouthed 
platitudes to “national confidence’, 
central banks issued soothing press 
releases, and investment gurus in- 
sisted markets dips were merely “an 
opportunity to buy”. 

False as these gods now appear, 
part of the problem is also that peo- 
ple have stopped reasoning for 
themselves. They wait for the media 
to tell them how to think and act. 
This is so not just in complex eco- 
nomic matters, but even in everyday 
problems, such as public safety. 
That's why when terrorist bombs 
kill 20 people, the gory pictures 
broadcast so outrage people that the 
Opposition demands resignations 
from ministers, the government 
creates new security ministries and 
laws, security checks are stepped up 
nationwide and shoppers eschew 





malls. But when 
hundreds of people 
die in stampedes dur- 
ing pilgrimages, peo- 
ple merely click their 
tongues and switch 
channels. No new 
safety laws for tem- 
ples, no new crowd 
management proce- 
dures, and no resig- 
nations from politi- 
cians — just verbose 
condolence speeches. 

In both security and financial 
matters, when the public does fi- 
nally wake to serious mismanage- 
ment, leaders play one final card to 
protect their agendas — fear. That’s 
why we are told that ending the 
war in Iraq will cause another 9-11, 
and junking Pota will cause more 
terrorist attacks across India. In 
the same vein, we are now being 
told that not supporting the US's 
ridiculously lopsided $700-billion 
rescue plan for markets will cause 
the worst depression since the 
Great One. I don’t believe it. The 
real truth is that the kind of unfet- 
tered free markets brought into 
vogue by Milton Friedman and 
ably marketed by disciples such as 
Ronald Reagan, Paul Volcker, 
George W. Bush, and The Econo- 
mist are dead. Capitalism needs to 
reinvent itself to become fairer and 
more stable to survive, and the 
sooner the public pushes for, and 
gets this, the better. 


A bet 


jehangir s. pocha, editor 
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. From Minsk, Warsaw, 
— Timisoara, Kharkov, Kiev, 
Dubrovnik, Dnepropetrovsk, 
St. Petersburg, Rostov, 
Donetsk, Sofia, Ljubljana, 
‘Odessa and Moscow with love. 


Austrian Airlines is your best connection to 47 
destinations in the East - up to 600 times a week. 


Celebrating 50 years of Austrian Airlines and 10 years of flights to India. 


For more information & booking contact us in Delhi (011) 41510575/23350126, email: delse@austrian.com or in 
Mumbai (022) 22801281-4, email: bomrr@austrian.com. Visit our homepage www.austrian.com or your travel agent today! 


We flv for vour smile. 


Austrian > 
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Crisis Management 
Officials of major commercial banks and top 
government authorities are busy explaining 
how Indian banks and markets are reasonably 
insulated from all that is happening in the US 
(‘Final Call’, BW, 6 October 2008). But are 
they really? The fact that the shares of India's 
top private sector lender ICICI Bank have 
fallen more than 20 per cent in a week's time 
is worth noticing. The stock fell on rumours of 
the bank's exposure to some of the beleaguered 
investment banks in the US, while ICICI 
maintains that it has no exposure to US 
subprime. One thing is for sure: investors are 
getting jittery and the effect is clearly visible 
on the country's major indices. 

Manoj Saxena, Chandigarh 


It is ironic that the US markets have crashed 
weeks after your cover story enumerated the 
advantages of investing abroad. Or, looked at 


I 
I 
i 


—À 


IX: E TH: your comments 


Going Double 


Although the KG Basin project will ease Indias dependence 
on oil imports, the going will not be easy for RIL (RIL's 
New Orbit, BW, 6 October 2008). The gas pricing 
mechanism in the country could pose a major hurdle. The 
introduction of a gas pricing mechanism is vital; there is no 
competitive gas market in India where multi-sourcing 
options are available. 


Sunny Akhouri, email 


While the story showcased RILS energy prowess admirably, 
it also had a by-product. It showed how gas could be a more 
eco-friendly energy source. It is indeed perplexing why the 
government is dilly-dallying over allowing Gail and 
Reliance to set up piped gas networks. 


Sudha Sardesai, Anmedabad 


in another way, the global crisis came at a time 
when the Indian financial markets were all set 
to go global. Now, however, even without the 
Left Front stalling its liberalisation excesses, 
the UPA government would think twice about 
third-generation reforms. 

Johnson, on email 


Calling For Action 
Stalling of projects such as Tata Motors Nano 
and MahaMumbai Special Economic Zone is 
indeed appalling (‘Acres of Trouble’, BW, 6 
October 2008). Episodes such as Singur will 
have a cascading effect on the perception of 
India as an attractive investment destination. It 
is imperative that the government gets serious 
about introducing viable land-acquisition 
policies to facilitate investment and save future 
strategic projects such as Tata Nano. 

Siddharth Vasudeva, Surat 


Dangerous Imports 
The milk products scandal in China was 
shocking (‘Deadly Formula’, BW, 6 October 
2008). The scandal has certainly dented trust 
in Chinese products further. It is a good 
example of how lax oversight can damage a 
country’s reputation as a manufacturer. It is 
time authorities in India sit up and take 
notice, especially when Indian markets are 
also flush with cheap Chinese products. 

Dipti Thakurta, Siliguri 





Letters may have been edited for brevity. 
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COVER STORY 


The scuttling of the $700- 
billion bailout marks a tec- 
tonic shift in the US and 
global financial markets, and 
the philosophy driving it. 


) 


38 Column: ümkar Goswami 
The geography of Wall Street will change, 
but greed may raise its head again. 


t2 Column: Kenneth Rogoff 
Efficient financial systems should promote 
growth in the real economy. 
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[2 Assurance Seal 
The Supreme Court turns down tobacco 
firms plea, and backs the ban on smoking. 


I5 Rude Shock 


Japan showed a trade deficit for the first 





time in 26 years, indicating a slowdown. 


l6 Bad News 


@ Hindustan Times — 9 24 
z Human-induced emissions have increased 
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d: The IndianEXPRESS | gm i manifold, says a new study. 
1S Offshore Opportunity 


Scandinavian countries are looking to 

Indian engineers to build tech prowess. 
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The weekss strategic corporate moves. 
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he series of bailouts on Wall Street 
ed the US socialist? 


. 26 Tight Flows 
By selling dollars, the RBI has been 
squeszing out liquidity from the system. 









; ‘Google la les Gl, a cell phone based on 
3 its Android operating system. 


| 29 Defence Defiance 
= The chiefs of three Armed Forces have 
3 demanded a revision of their pay: scales. 





44 Battle Of The Titans — 
Infosys and HCL's tug-of-war to acquire 
the Axon group proves their global might. 


46 Printing Shift 
Rising costs of newsprint is forcing media 
-to revise its pricing strategy. 


. 50 Risky Business 
- The proposal to allow human trial of drugs 
in India could have serious side effects. 


56 View From Japan 
i 2 Yasuo Hayashi, chairman of J etro, on why 
" Japanese firms don't invest in India. 


IN vocu 


= The road taken by the rich and the 
~ famous, Sunset Boulevard. 


72 Fizzy Stuff 
ae Beer: now comes in non-alcoholic varieties, 
c as brewers keep pace with health concerns. 








72 Hot Stuff 


Indian art lapped up at online auction by 
bidders all over the world. 


73 Smart Car 


Toyota's new offering, Corolla Altis, comes 


with many added innovations. 


190 SeaHawks 


The Volvo Ocean Race has downed anchor 
in Kerela, the land of boats. 





Bookmark 


How every leader can drive innovations; 


successful entrepreneurs; and a travelogue. 





. Bill Emmott 


China’ s milk scandal highlights the con- 
nivance between regulators and firms. 











CASE STUDY 
BW OPINIO! 








Cover Design hy Jyoti Thapa Mani 
Photographs: Bloomberg & AP 


| Chitra Narayanan reports on evolving 
| approaches for treating various gut 
| disorders. 


Tushar Kanwar on what sets apart 

| iPod Nano from its predecessors. 
And also, a device that tracks your 
fitness levels. 
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HEALTH 


A New Beginning 


The Supreme 
Court ruling 
on smoke 

ban has 
vindicated the 
official stand 


VICTORIOUS: Health 
Minister Anbumani 
Ramadoss has been 
a strong advocate 

of a ban on smoking 





THE VERDICT IS CLEAR. 
Smokers will no lon- 
ger be able to light up 
whenever and wher- 
ever they please. The 
Centres ban on 
smoking in public 
places from 2 October 
has received the 
Supreme Court's 
backing after the 
court turned down to- 
bacco major ITC's 
petition for a stay 
against the ban. A 
Bench comprising 
Justice B.N. Agrawal 
and Justice G.S. 
Singhvi said that "stay 
is granted in such 
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cases where the Court 
feels there is every 
likelihood of the law 
being struck down”. 
The Bench added that 
no court "shall pass 
any order in deroga- 
tion of this”. 

ITC did not com- 
ment on the ruling. 
“This is very likely to 
hurt hotels’ business,” 
says the general man- 
ager of a major hotel 
in Delhi, who did not 
wish to be named. 

Empirical evidence 
proves that a ban on 
smoking in public 
places leads to a sig- 
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ma 
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nificant decline in the 
number of smokers. 
In the UK alone, for 
example, as many as 
45,000 people have 
reportedly quit smok- 
ing after it was 
banned in public pla- 
ces in July 2007. 
Smoking in public 
spaces has also been 
banned in parts of the 
US (including New 
York), Canada, Brazil, 
Singapore, Ireland 
and France. 

The new ruling lea- 
ves little ambiguity 
about the scope of the 
ban. With such back- 
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ing from the judiciary, 
the government must 
now move towards 
making cigarettes and 
tobacco as prohibitive 
as possible. 

In France, for insta- 
nce, the cheapest pack 
of cigarettes sells at 
€4.8 (about Rs 300), 
expensive even given 
the country’s per 
capita income of 
€23,220 (Rs 15 lakh). 

Perhaps the only 
hitch is that the 
Rs 200 penalty is 
too low to deter a 
staunch smoker. 

Noemie Bisserbe 


billion. The joint venture signed by Fiat and Serbia to revive the country's only car plant in Zastava. 


REUTERS 
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ECONOMY 


Japans 


The world's 
second- 
largest 
economy 

is facing a 
slowdown 


ROUGH WEATHER: 
Japan has reported 


“We will withdraw from their territories 


(in West Bank), if not all of them.” 


Woes 


JAPAN SEEMS TO BE GO- 
ing through a rough 
patch. After having 
too-frequent prime- 
ministerial changes 
— the country has 
had three prime min- 
isters in a span of two 
years — Japan has re- 
ported a trade deficit 
of 324 billion yen 
(about Rs 14,334 
crore), for the first 
time in 26 years. Ex- 
ports to the US —Jap- 
ans biggest trading 
partner —plunged 
21.8 per cent in Aug- 
ust, posing trouble for 
an export-reliant eco- 
nomy reeling under 
soaring crude oil pri- 
ces. This, coupled 
with ramped-up im- 


BLOOMBERG 


nomy already teeter- 
ing on the brink of re- 
cession. The trade 
surplus with the US 
fell 48.2 per cent to 
371.1 billion yen (Rs 
16,570), while crude 
oil imports increased 
64.3 per cent and 
those of coal surged 
121.2 per cent. 
Economy Minister 
Kaoru Yosano blamed 
the August trade de- 
ficit on US economic 
woes and said that 
this was just a tem- 





Japanese economy 
has not been seriously 
ill" Kyodo news age- 
ncy quoted Yosano as 
saying. New Prime 
Minister Taro Aso is 
also optimistic. "The 
urgent task is to get 
Japan's economy back 
into shape, which will 
be carried out in three 
stages, he said in his 
first keynote address 
to the Japanese 
parliament. 

Still, it's a certain 
sign that the economy 





Controversial win: 
Supporters of 
Alexander Luka- 
shenko, the presi- 
dent of Belarus, 
have won every 
seat in parliamen- 
tary elections held 
on 28 September. 
Opposition leaders 
have condemned 
the election pro- 
cess as fraudulent. 
The Organisation 
for Security and 
Co-operation in 
Europe has also 
criticised the elec- 
tions as falling 
short of democra- 





its first trade deficit port costs, hasadded porary phenomenon. is weakening. tic standards. 
in 26 years tothepainforaneco- “I believe that the Noemie Bisserbe 
WEIGHT OF THE BAILOUT a Sere 
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ow many times the $7 illion neige | 
. US government-sponsored financial industry A QUESTION 0F PRIGING 


bailout plan covers each country's GDP 
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MV switchgear facility in Kuala Lumpur, Malaysia LV switchgear facility in Wuxi, 
China 


What do Kuala Lumpur and Wuxi, China 
have in common with Powai, Mumbai? 





They are part of the new face of L&T's Electrical & Automation Operating Company. Multi- 
geography, multi-national manufacturing facilities are just one element of the transformation that is 
changing the contours ofthe company. 


Today, our manufacturing footprint extends across six countries, in addition to India. Within three 
months of our association with the Malaysia-headquartered Tamco, we set a new benchmark in order 
booking in South East Asia. Medium voltage switchgear adds a new dimension to our range, and our 
offerings encompass integrated automation and complete electrical solutions. 

lomorrow, our empowered teams will seek more innovative solutions to bigger and 


o 


more complex challenges. Yes, the new face brings with it a new pace. To know more, mail to 
response LNTEBG.com 


Electrical & Automation 


LV switchqear facility in Mumbai 


Cy) LARSEN & TOUBRO 


It’s all about Imagineering 


Electrical & Automation, LARSEN & TOUBRO LIMITED, North Wing, 
Powai Campus, Gate 7, Mumbai 400 072. INDIA www.lasentoubro.com 





FACING THE 
WRATH 


During the India- 

EU summit in 
Marseille, France, 
European leaders 
strongly criticised 


India’s handling of 
what they called 
“massacre” of 
Christians in Orissa 
and Karnataka. In 
the picture, French 
President Nicolas 
Sarkozy (centre) 
and European 
Commission 
President Jose 
Manuel Baroso with 
Manmohan Singh 


ENVIRONMENT 


son 1 
Union Européenne - Inde 
Macsedie - 29 wotemter 30 


It Is Smokin’ 


Human- 
induced 
emissions are 
on the rise, 
SayS a 

new study 


A BLEAK PICTURE: 
Ballooning emissions 
leave international 
treaties ineffective 


Reality 
Check 


IN A RECENT STUDY, THE 
Global Carbon Project 
stated that carbon 
emissions from hu- 
man activity have 
grown nearly four ti- 
mes faster than in the 
1990s. The emissions 


grew at 3.5 per cent 
per year between 
2000 and 2007 as ag- 
ainst 0.9 per cent per 





SANJAY SAKARIA 


year between 1990 
and 1999. 

Ballooning emissi- 
ons from countries 
such as China and 
India have saturated 
natural carbon sinks 
and rendered inter- 
national emissions 
control treaties such 
as the Kyoto Protocol 
ineffective. 

But as emissions 
worsen, the outlook 
for green jobs has im- 
proved. The United 
Nations Environment 
Programme says India 
could create 900,000 
jobs in the biomass 
gasification industry 
by 2025. It adds that 
by 2030 there could 
be 20 million renewa- 
ble energy jobs world- 
wide, including 8.4 
million jobs in wind 
and solar energy. 

Pierre Mario Fitter 


SANJAY SAKARIA 


Sommet 
e Union Européenne - inde 


“mi 











Room For Concern 


MOST INDIAN CEOS THINK INFRASTRUCTURE 
investments are on track but land acqui- 
sition is the most important impediment 
to infrastructure project implementation, 
according to an infrastructure outlook 
survey by the Confederation of Indian 
Industry. The increase in inputs and inte- 
rest costs is a cause for concern, the sur- 
vey says. Some CEOs think there would 
be a renegotiation of prices, which may 
lead to delays in implementation. 


British candy maker Cadbury has recalled some chocolate brands made in its Beijing factory 
after tests showed they could be contaminated with the industrial chemical, melamine. 
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Your world is a safer place with 
osch Security Systems. 


y 


Yi ma 4 i - 
Presenting Safety, Security & Communications Solutions from Bosch 
Security Systems. Discover the world of Bosch - your one-stop global BOSI be 
shop of innovative products and solutions that effectively secure people, 
premises and possessions all over the world. Our comprehensive product : 
line includes: CCTV surveillance, Intrusion Alarm, Fire Detection, Public Invented for life 
Address & Conference Systems, Professional Sound Systems and Access 
Control & Building Integration Systems. Choose Bosch when you need 
solutions you can rely on. 








ENTERTAINMENT 


DESIGNS ON INDI 


WALT DISNEY COMPANY - 


has set its eyes on - E : 
India. Its first anima- —— 
tion film for the Ind- — 
ian market, Roadside. n 
sed on 24 October in ^e 
partnership with Yash ` 
Raj Films. Disney and 
Yash Chopra will pro- — 


duce two action mov- Ë 


ies in 2009: Zokko- — . 


mon directed by Sa- 
tyajit Bhatkal and a- 
Tamil production, 
19th Step, with 


Kamal Haasan in the 


lead. Besides, Walt 


roped in Shah Rukh 
Khan's Red Chillies 
Production lo A 


Scandinavia 
is looking up 
to India to 
strengthen 
its tech 
workforce 


NEW HORIZONS: 
Demand for techies 
in Scandinavia has 
been on the rise 





|. movie. “We are aim- 

. ingto create an Indi- ` 
an Walt Disney com- 

 pany," says Mahesh 

. Samat, managing dir- 

Disney Television has 


ector of Disney India. 
The strategy of le- 


 veraging joint ventu- 
A Hei sess 


EVEN AS THE JOB MAR- 
ket for information 
technology (IT) 
professionals in India 
is looking increasin- 
gly bleak with the fi- 
nancial crisis in the 
US, opportunities are 
coming up in the un- 
likeliest of places. The 
National Association 
of Software and Ser- 
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INFORMATION TECHNOLOGY 


Scandinavia 
Comes 


vices Companies 
(Nasscom) says that 
immigration officials 
from Scandinavian 


BLOOMBERG 


m tO SERAP «n4 Come + 


Calling 


countries such as 
Sweden, Norway and 
Denmark are looking 
to supplement their 
existing tech work- 
force with engineers 
from India with expe- 
rience in developing 
and maintaining IT 
systems in sectors ra- 
nging from finance to 
processed foods. 
Demand for techies 
in Scandinavia, which 
is also home to tech- 
nology companies 
such as Ericsson and 
Tandberg, a video- 
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conferencing provi- 
der, is high because 
of intense competi- 
tion from upcoming 
neighbouring Euro- 
pean countries such 
as Lithuania and 
Estonia. 

The Global IT 
Report by the World 
Economic Forum and 
Insead, an internatio- 
nal business school, 
says that in 2007 
Denmark and Swe- 
den were ranked No. 
1 and No. 2 for IT 
infrastructure, but 
Estonia and Lithua- 
nia are fast emerging. 

Scandinavia, which 
translated means 
dangerous islands, 
may not be dangerous 
any more. 

Venkatesh G. 
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OPEN SCIENCE CAN LIGHT A VILLAGE IN THE ‘MIDDLE OF NOWHERE. 


Open Science uses the power of collaboration to do extraordinary things. 44% of the Indian population is 
without electricity, but the promise of solar energy offers a solution. India receives the solar energy 
equivalent to 5,000 trillion kWh/year, far more than the country's current energy requirements. As part of 
its commitment to Open Science, DuPont is setting up a photovoltaic lab at the DuPont Knowledge Center 
at Hyderabad. This lab will work closely with India photovoltaic players to improve the lifetime and efficiency 
of photovoltaic cells, driving down the costs and helping to deliver clean, sustainable energy. We believe 
it's collaborations like this that can help solve the biggest challenges of our time. In other words, science 
that's open opens up possibilities for people everywhere. Learn more at dupont.com/openscience 


ail: dupont.racruitment@ind.dupont.com / Busine 
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TRIBHUWAN SHARMA 


Soft launch 

Reliance Commu- 
nications (RCom) has 
launched its GSM 
network in six cities. 
With this, the Anil 
Ambani-owned 
company has come 
become Indias first 
major CDMA player 
to start GSM opera- 
tions. RComs GSM 
soft launch has been 
in Mumbai, Delhi, 
Bangalore, Surat, 
Lucknow and Ludhi- 
ana. The commercial 
launch would happen 
by the year-end. 





Acquiring to grow 
HTMT Global, a 
Hinduja Group 
company, is looking 
at acquisitions of 
BPO companies in 
India and abroad. 
The company has 
earmarked $100 mil- 
lion specifically for 
acquisitions. “We 
may seal a few deals 
in this financial year,” 
says Ramkrishnan 

P. Hinduja, chairman 
of HTMT Global. 


Honda slows down 
Honda Motor Co., 
Japan's second-larg- 
est automaker after 
Toyota, is delaying its 
second car factory in 
Rajasthan by a year. 
This is in response to 
the overall slowdown 
in the market. The 
Rajasthan plant will 
now open in 2010 in- 
stead of the original 
schedule of 2009. 


BLOOMBERG 


Striking it rich 
Indian drug maker 
Orchid Chemicals & 
Pharmaceuticals has 
partnered with US- 
based Merck & Co. to 
develop new drugs to 
treat bacterial and 
fungal infections. 
The Chennai-based 
drug maker will 
receive an undis- 
closed upfront 
payment as well as 
$100 million in 
milestone payments, 
the company said in 
a statement. 


x BW-THOMSON REUTERS PE DEAL TRACKER - 
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-September The Asian PE market saw 685 deals 


3 — worth $8 .02 billion as on 28 September 2008. Ohje fiata na 


; ae ket in the region with 232 deals worth $3.09 billion. = PUE Xon 





. Biotor Industries 
Moser Baer Photo Voltaic 
A Little World 


Pressmart Media 


TELiBrahma Convergent 
Communications 


Pegasus Solar 
SEDEMAC Mechatronics 
Carborundum Universal 


Suvidhaa Infoserve 


Top India deals 


Morgan Stanley Private Equity 
| Undisclosed investor 
| Legatum Capital 
. Draper Fisher Jurvetson 


Inventus Capital Partners 


GVFL 
Nexus India Capital 
Nalanda Capital 


Reliance Technology Ventures 


Figures for 31 August-27 September 2008 


INVESTOR DEAL SIZE| 


NATION (SM) 


US 175.00 

| India 92.50 
UAE 6.40 
US 6.00 
US 2.00 
India 0.77 
US NA 

| Singapore | NA | 

| india 


Early bird 
State-owned Ura- 
nium Corporation of 
India (UCIL) is inve- 
sting about Rs 1,000 
crore to develop ura- 
nium mines in Me- 
ghalaya. Although 
the company is yet to 
get clearance from 
the government, it 
has already started 
preparatory work for 
the project. Accor- 
ding to estimates, 
Meghalaya has about 
10,000 tonnes of ura- 
nium ore deposits. 





PE investments by nation 
No. of deals 





BLOOMBERG 


. South Korea 





Seamless potential 
Nestle is doubling its 
investment in India 


to Rs 600 crore next 
year. The investment 
will go in research 
and development, ad- 
vertising and capacity 
building. "In the years 
to come, there will be 
no limit to our invest- 
ments in India and 
we are willing to in- 
vest as much as is str- 
ategically and econo- 
mically sound,” says 
Peter Brabeck-Let- 
mathe, chairman of 
Nestle international. 
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Pre-emptive bid 

To avoid a possible 
collapse, the govern- 
ment of Iceland has 
taken over Glitnir, 
the countrys third 
largest bank, after 
the banks funding 
position deteriorated. 
The Icelandic gov- 
ernment picked up a 
75 per cent stake for 
$863 million. 


Boosting value 
IDFC Private Equity 
has picked up a 17 per 
cent stake in SE 
Forge, a subsidiary of 
Suzlon Energy, for Rs 
400 crore. SE Forge 
will use the money to 
fund its expansion 
plans; it is setting up 
a 120,000-mt foun- 
dry unit in Coimba- 
tore and a ring-rol- 
ling forging facility at 
Vadodara, which can 
produce 42,000 rings 
per annum. 


BLOOMBERG 


Cutting down to size 
London-based HSBC 
Holdings, Europe's 
largest bank, has cut 
more than 1,000 jobs 
in its global banking 
and markets division, 
or 4 per cent of the 
divisions total. “The 
financial environ- 


ment is difficult now,” 


says Peter Wong, the 
banking groups exe- 
cutive director for 
Hong Kong and 
China. “It is nothing 
extraordinary that 
some staff have to 
leave our operations.” 





BLOOMBERG 


Fresh options 

Tata Power and Da- 
modar Valley Corpo- 
ration have signed an 
agreement to explore 
options for capacity 
augmentation, min- 
ing, and research and 
development. Both 
companies will dou- 
ble the capacity of 
their joint venture, 
Maithon Power. They 
will set up power 
plants, apart from 
exploring non-con- 
ventional and renew- 
able energy projects. 





Reaching out 

GE Healthcare is 
foraying into rural 
India. The healthcare 
wing of General 
Electric Co. has tied 
up with hospitals and 
Grameen Health, an 
affiliate of Grameen 
Bank in Bangladesh, 
to take healthcare 
into rural areas. “We 
are aiming to locally 
manufacture 25 per 
cent of the products 
used in India, up 
from 10 per cent of 
current level of man- 


BLOOMBERG 


ufacturing, within 
five years, says 

V. Raja, president 
and chief executive of 
GE Healthcare India. 


Exchanging 
expertise 

Mumbai Port Trust 
has signed an agree- 
ment with France's 
Port of Marseille 
Authority to excha- 
nge expertise in 
engineering, mana- 
gement, security, city 
port relations 

and sustainable 
development. 
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Chemicals and 
aterials 


Agricultural, Forestry 


Business Servic es 


Computer software 


Alternative energy 


Transportation 
lll No. of deals 
Deal value 


Internet 
content 


Deal value in $million 


- Figures for 1 January-28 September 2008 
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BS (SM) 
Norske Skog Korea Co. South Korea Morgan Stanley US 577.10 
x: Private Equity 
— Biotor Industries India Morgan Stanley US 175.00 
Aconex Australia Francisco Partners US 85.00 
- Global Data Solutions China SOFTBANK China Ven. Capital, China, 25.00 
Suzhou Ventures Group, 
| 1 International Finance Corp. | US 
— A Little World India Legatum Capital - | UAE 6.40 
— Xi'an Dagang Road China Undisclosed investor US 440 
__ Machinery Co. PEAR E 
Henan Haoxiangni Jujube China Zhengzhou Bairui Innovation China 2.94 
.. Development Co. Investment Management Co. 
. TELiBrahma Convergent India inventus Capital Partners US 2.00 
Communications - 1 
... Exciton Technology China | Undisclosed investor US 150 
ah Mine Loader Software Co. China Hong Kong 1.00 
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Quick Take 


Has the series of bailouts on Wall 
Street turned the US socialist? 


We asked... Sudip Bandypadhyay, director and CEO, Reliance Money; Kapil Krishan, chief financial officer, India 
Infoline; David Stanley, chairman, Indian Direct Selling Association; Amit Azad, director, Azad Financial Services; Ajay D'souza, 
analyst, Credit Rating Information Services of India Limited (Crisil); Abhishek Nirjar, chairman-management development 
programme, IIM-Lucknow; Nilesh Ganjwala, chief executive officer, Innergise Solutions; V.K. Madhav Mohan, management 
mentor; Balavevan R., associate, Centre for Civil Society, Amit Jain, director & head-operations, Goldstone Imaging 





$6 The US has very little choice &% The US package aims to T Accountability for greed has 
at this point of time... (it) would stabilise the nation’s financial been side-stepped, ostensibly to 
remain a capitalist society. 99 institutions. 99 protect small savers. 99 
Sudip Bandyopadhyay, director David Stanley, chairman, Indian V.K. Madhav Mohan, 
and CEO, Reliance Money Direct Selling Association management mentor 


YES BEGAUSE: For the US, so many interventions in such a short period is unprecedented. 
Especially so under a Republican administration, which has traditionally believed in free markets. The 

Yes first sign of a shift towards a government-controlled economy were the bailouts of Bear Stearns, Fannie 
Mae, Freddie Mac and AIG. If the government really wanted to preserve a free market, it would have 

Oo allowed these failures to go through to penalise irresponsible and reckless decisions on Wall Street. In 
20 Jo recent years, unbridled greed resulted in wrong decisions, as powerful Wall Street lobbies kept 

necessary regulations at bay. These failures have made Main Street lose its trust in Wall Street. It is 
certain that future administrators will push hard for heavy regulation to prevent a repeat. 


NO BECAUSE: The bailouts are attempts to rebuild confidence in the financial system, not 
control it. The bailout packages aim to tackle the root of the trouble by using taxpayer’s money to buy the 
N 0 bad loans, and allow these companies to resume normal lending operations. This will help in the long 

run as unburdened financial institutions will be able to pump more credit back into a slowing economy. 
O Alternatively, a truly socialist intervention would have ignored corporate America and instead focused on 
50 / O helping individual borrowers pay back their home loans. Instead, the focus has been on restoring the 
ability of lenders and investment banks — which power the US economy — to pump affordable credit 
back into the economy. This emphasises the inherently capitalist nature of US society. 





MAYBE BECAUSE: Risk is an essential part of a capitalist set-up. While some businesses 


M b succeed because they take calculated risks, others fail because of recklessness. The current crisis is a 





result of several businesses getting greedy and failing simultaneously. Bailing out these businesses raises 
the issue of moral hazard — particularly since it is being backed by public money. However, this credit 
"5 QO9/ crunch is unlike any other. Without these bailouts, global markets will remain locked in a vicious cycle of 
O expensive credit that leads to low growth. Therefore, extraordinary measures are required to re-inject 
capital into the economy. However, strict rules on collateral requirements and tougher supervision for 
credit rating agencies that decide the credit worthiness of institutions and individuals are also needed. 
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Policy World 





A Ferment Of 
Connivance 


by bill emmott 


WILL FOOD PRODUCTS MADE IN CHINA EVER BE 
safe? All countries have occasional scandals 
concerning badly made or deliberately adul- 
terated foods and other products, but China 
seems to have more than most. The latest is 
not just a scandal but a tragedy: after drinking 
adulterated baby-milk formula, four babies 
have died, 13,000 have been taken to hospital 
and 53,000 are reported to have fallen ill. 

In China, as in India, all such numbers 
tend to be large, given the size of the popula- 
tion. But this baby-milk contamination is 
just the latest in a long series of such scan- 
dals in China, all of which follow the same 
pattern. It begins with early evidence of un- 
safe, criminal behaviour; then the evidence 
is covered up, with collaboration of govern- 
ment officials; it eventually emerges, with 
tragic consequences and public anger; the 
government then promises to tighten con- 
trols to make sure it doesn’t happen again, 
and someone resigns or is punished; but 
nothing really is done, and further scandals 
occur, repeating the cycle all over again. 

Earlier scandals involved such things as 
lead paint in children’s toys or poison in 
dumplings. The baby-milk scandal began 
with one company, Sanlu, of which it is note- 
worthy that the chairwoman was appointed by the provincial 
Communist Party. Information about the dilution of milk us- 
ing melamine, an industrial chemical, first appeared in 2005. 
Officials in the city, where the company is based, seem to have 
suppressed news. Only once the four babies died was any ac- 
tion taken, starting with disclosure in the Chinese press. 

The scandal has since widened to include 21 other compa- 
nies, including the biggest in the business, Yili, Mengniu and 
Bright. All have been found to have sold products containing 
melamine, which has been added to conceal dilution with 
water, both by reinforcing the milky appearance and by bol- 
stering the protein content. 

The motive for the adulteration is, of course, to lower costs. 
But why now? The reason appears to be new tighter controls 
on pricing of baby foods introduced by the government, which 
squeezed profit margins. It is plausible to think that news of 
this scandal was suppressed until the Beijing Olympics were 





China's milk 
scandal 
hightlights an 
endemic 
problem: the 
linkages 
between 
regulators 
and firms 


safely out of the way, in order to avoid spoiling 
Chinas celebration of its modernity and or- 
ganisational competence. But there is no firm 
evidence for that apart from the timing. Now 
that the news is out, heads have rolled. The 
mayor of Sanlu’s local city has resigned, as 
have the local Communist Party leader and 
the head of the national department for qual- 
ity supervision. Damage has been done to 
China’s international reputation, with scores 
of countries testing Chinese food products 
and withdrawing some from sale. 

Yet the important question concerns not 
the immediate consequences, but the long- 
term ones. Should promises of “this won't 
happen again” be taken seriously? It looks 
unlikely. For the central weakness of China’s 
regulatory system is the fact that regulators, 
the Communist Party and companies them- 
selves are all so intertwined. These scandals 
occur because party officials allow them to, 
or even get involved in causing them them- 
selves. The conclusion: until the Communist 
Party system itself is reformed, these scan- 
dals and tragedies will keep on occurring. 

By "reform", I do not necessarily mean over- 
throw ofthe whole political system, though 
that would be desirable for other reasons. 
From the point of view of health and safety 
rules, what is needed is a reform that sepa- 
rates government from active involvement in 
pricing, in company management and in the 
control of media and other information 
sources. The body that is responsible for en- 
forcing the law needs to be separated from the 
bodies that are involved in breaking it, in set- 
ting up incentives to break it, and in prevent- 
ing criminal behaviour from being publicised. 

The question now is whether public anger over baby-milk 
adulteration will be sufficient to force any real changes in the 
law enforcement system. The fact that this scandal involves 
babies, and so society's most vulnerable but cherished group, 
might argue for optimism. Yet, given the way the Chinese 
political and economic system works, the anger would have 
to be truly huge in order to have any real impact. For nothing 
is really likely to change as long as the rule enforcers and the 
rule breakers are part ofthe same party and government or- 
ganisations, and as long as the media is not free. And that 
change would be truly radical: it would involve much more 
than just getting officials to do their jobs properly. 

The best assumption is that there will be plenty more sca- 
ndals. Be careful what you eat and drink when in China. 





The author is a former Editor of The Economist. 
policyworld.bw@ gmail.com 
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EWTN finance 
Tapering 
Liquidity 

by Raghu Mohan 


This September money ...while last September, money 
comes from RBI... went to RBI 
18,850 
45,090 
91,815 


16,855 15,110 


8,100 1.200 


1,015 
30 AUG 8 SEP 15 SEP 22 SEP — 1SEP |7 SEP 14 SEP 20 SEP 27 SEP 


Fig are funds raised by banks from RBI in Rs cr Fig are funds parked by the banks with RBI in Rs cr 





BANKS ARE FACING A SHORTAGE OF FUNDS. ON 
27 September, they borrowed Rs 56,000 crore 
from the Reserve Bank of India (RBI) at the 
repo rate of 9 per cent. On 30 August , they had 
borrowed barely Rs 8,700 crore. Today’s situa- 


tion is a reversal of that just a year ago (see . 


chart) when banks had so much liquidity that 
they were parking funds at the RBI's reverse 
repos window. 
Many blame advance tax outflows as the rea- 
son for the tightness. Sure, approximately 
Rs 41,000 crore has gone out by way of tax out- 
flows, and has not yet flowed back into the sys- 
tem, but this is not the only reason. 
The answer lies in the RBI's forex market in- 
tervention. By selling dollars, the central bank 
RBI has has been squeezing out liquidity from the sys- 
tem, this year. The numbers for the current 
SQ d month are not out yet, but the RBI sold $5.2 bil- 
lion and $6.2 billion in June and July this year. 
d 0 ; la rs, The situation is very different from last year 
" when RBI's buying dollars, infused rupees into 
wh { ch has the economy. In September 2007, the central 
bank bought $11.86 billion. But that was a time 
squeezed when the rupee was appreciating, so buying 
dollars was affordable. 


i iq u i d ity Now the reality has changed. The rupee has 


dipped to a five-year low breaching the 47 mark 
to the greenback. Besides, dollar flows too have 
been weak. | 

Foreign institutional investors have sold $5.7 
billion this fiscal, compared to inflows of $9.9 
billion last year, while mutual funds have re- 
mained buyers at $1.3 billion compared to $1.5 
billion over the same period, last year. 

Says Vijay Sarathi, director-equity research, 
BNP Paribas, Mumbai, *The current liquidity 
crunch is very likely to persist in the near term". 
He adds that there was a shortfall of approxi- 
mately Rs 70,000 crore, prior to the soft easing 
of about 1 per cent in the Statutory Liquidity 
Ratio (SLR) on 16 September. SLR is the pro- 
portion of funds, banks have to invest in gilt- 
edged government securities so they get locked. 
The easing of SLR released about Rs 35,000 
crore into the banking system. 

What has stumped the market, though, is 
why the central bank has gone in for an auction 
of Rs 7,000 crore of treasury bills this week 
when liquidity is tight. This would further suck 
liquidity out of the system. But then as Indranil 
Pan, economist at Kotak Mahindra Bank points 
out, the question assumes that the RBI was try- 
ing to infuse liquidity in the first place. He ex- 
plains that the auction may also be due to the 
fact that Centre would have large planned ex- 
penditures, as possibly, indicated by the Rs 
20,000 crore of planned dated borrowings 
through October. The expenditure planned 
could well be the payment of salary arrears to 
central government employees, as recom- 
mended by the Sixth Pay Commission. 

Few see any redeeming measures from the 
central bank such as rate cuts, as inflation is still 
at above 12 per cent. Money supply growth is 
good at 21 per cent against the targeted 18 per 
cent, and despite slack dollar inflows and tight 
domestic liquidity, credit growth is at a robust 
25 per cent against a target of 20 per cent. But a 
senior banker points out that the credit growth 
figure is a tad misleading as it includes invest- 
ments made by banks in the bonds that oil com- 
panies issued. 

There has been some talk of giving these 
bonds SLR status, but that would bloat the fisc. 
There are, however, some positive signals. The 
forward market seems to be indicating that the 
current round of weakness in the rupee may 
well be over. Forward premia has eased signifi- 
cantly: the average one month to 12 months 
forward cover is 0.44 per cent today against 
1.88 per cent on 15 September. So, is the current 
liquidity tightness seasonal or secular? Sea- 
sonal hopefully. 
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Google's 


New Avatar 


APPLICATIONS 


B ECORIO: Tracks your 
mobile carbon footprint 
and gives you sugges- 

tions to reduce it. 


m SHOPSAVVY: Lets you 
scan barcodes in a 
shop using your phone 
camera, and tells you 
about prices of the item 
in the vicinity. 

B PICSAY: Helps per- 
sonalise pictures and 
then share them with 
friends through your 
phone. 


m WERTAGO: Finds the 
best parties in your 
vicinity, and then keeps 
you in touch with 
friends all night. 


m LOCALE: Automatically 
keeps changing your 
phone's setting accord- 
ing to your location. 


by P. Hari in San Francisco 


JEFF KAO, TANEEM TALUKDAR, JASON WONG AND 
some of their friends from Canada's University 
of Waterloo were finishing their undergraduate 
degree last November when they saw an adver- 
tisement for a competition to develop applica- 
tions for Android, Googles mobile operating 
system. They developed an application, Ecorio, 
which got them $300,000 in prize money. 
Ecorio was also included in G1, the first mobile 
phone with Android launched by 
T-Mobile, a large service provider 
in the US and Europe. 

Ecorio does something you can- 
not do on a mobile phone: manage 
your mobile carbon footprint. 
When you drive your car, you burn 
fossil fuels and emit carbon diox- 
ide. Ecorios software calculates 
your carbon footprint, suggests 
ways of reducing it, and even puts 
you in touch with companies that 
offset carbon emissions. *Many 
people in the US and Canada want to reduce 
their carbon footprint, but do not know how,” 
says Talukdar. *Ecorio brings the solution to 
you." Carbon Hero, offered in some Blackberry 
models, also tracks users' carbon footprint, but 
Ecorio goes beyond by tracking other people 
with similar travel habits and putting them in 
touch with each other, using Zimride, a large 
carpool database that works on Facebook. 


The 

Google phone comes 
with its new operating 
system, Android 





G1 marks 
Google’s 
entry in the 
competitive 
cell phone 
market 
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G1, a touch-screen phone, also has applicati- 
ons from other winners of the Android Challe- 
nge, apart from the indispensable camera (3 
megapixel, no video), Wi-Fi, Bluetooth and 
built-in support for YouTube. ShopSavvy, an 
application developed by Texas-based Big 
Japan, uses the phones camera to scan barcodes 
of merchandise in shops and tell you their 
prices using its database. Will retailers allow 
that? “I don't know,’ says Alexander Muse, co- 
founder of Big Japan. “Many retailers advertise 
that they have the best prices. This is one way of 
proving that." Expectedly, G1 also offers Google 
applications — gmail, search and maps. 

Google hopes, by providing an open platform 
for developers, that this is just the beginning. 
“Mobile phones have not had the same kind of 
innovation as the PC,” says Eric Tens, lead pro- 
duct manager for Android at Google. “Now, all 
of a sudden, the market will open up.” 

Android, originally a start-up software com- 
pany based in Silicon Valley, was 
set up in 2003 by some well- 
known engineers, including Andy 
Rubin, a veteran of high-tech pro- 
jects who is now director of mo- 
bile platforms at Google, and one 
of the brains behind Android. 

Google's acquisition of Android 
in 2005 had set off rumours that it 
was entering the mobile phone 
market. The project was kept 
secret till November last year, 
when it announced that Android 
was an operating system. It also announced the 
formation of the Open Handset Alliance, a 
business alliance of 34 companies including 
Intel, HTC, Samsung and Motorola, aimed at 
developing open standards for mobile phones. 

Android enhances the internet experience. 
“Only a fraction of users access the Web on 
their phones,” says Cole Brodman, chief tech- 
nology officer of T-Mobile. “G1 is our opportu- 
nity to accelerate the mass adoption of the 
mobile Web.” 

Only time will tell how useful Android can 
become. The operating system has been criti- 
cised by some observers. The most serious crit- 
icism is that it is not as open as Google claims. 
Parts of the software development kit are pro- 
prietary. Some applications do not run fully in 
the phone. The best example is Google Talk, 
which works as an instant messenger, but does 
not allow voice calls. No service provider likes 
to allow voice-over-IP in its handsets, and T- 
Mobile is no exception. Watch what other 
providers do in other countries. 
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Defence 

pay hike 

: protests 
have 

ruffled 
feathers 


LOOKING AHEAD: 
Wing Commanders and 
Commodores are 
expected to get a 
higher pay grade 


defence 


A Battle 
Of Nerves 


by Feroz Ahmed 


THE ONGOING TUG-OF-WAR BETWEEN THE GOV- 
ernment and the armed forces is possibly 
headed for a quick conclusion on the Prime 
Minister's return from France. He is expected to 
take the final call — accept or reject the forces’ 
request for parity of pay scales of their officers 
with their civil equivalents, based on the recom- 
mendations of the three-member cabinet com- 
mittee. This committee was hurriedly consti- 
tuted by the Prime Minister following the 
unprecedented ‘unionisation’ of the chiefs of In- 
dian Army, Air Force and the Navy. In this acri- 
monious battle, both sides have been scarred. 
The public voicing of grievances by the mili- 
tary chiefs has angered the civilian administra- 
tion. The government's double-sided response 
of forming a panel to address their grievance 
and simultaneously admonishing the chiefs has 
the forces squirming. The forces demand, 
claiming unfair recommendations by the bu- 
reaucracy, has taken the relationship between 
the country’s military and its civil administra- 
tion into unchartered territory. The bureaucracy 
finds the escalation of demands unjustified. 
"The Committee of Secretaries (that made rec- 
ommendations on new pay scales based on the 
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report ofthe Sixth Pay Commission) is an instru- 
ment of government,” points out Defence Secre- 
tary Vijay Singh. "The forces will accept what- 
ever the PM decides, but an unfavourable 
decision will have a long-term impact on the 
moral of the forces,” says defence commentator, 
Major General (Retd) V.K. Singh. 

At the core of the grievance is the Committee 
of Secretaries' decision to peg the Lieutenant 
Colonels, Wing Commanders and Com- 
modores, who form the bulk of the officers, in 
Pay Grade 3 while putting their civilian and 
paramilitary counterparts — directors and 
commandants — in Grade 4 even though the 
Pay Commission had kept them in the same 
grade. Another rank-pay grievance of the forces 
is that the director generals of police have been 
put in the newly created Higher Administration 
Grade (HAG) Plus, whereas the lieutenant gen- 
erals are still within the old HAG. 

Former generals blame the standoff on the 
lack ofthe forces' representation. “It is shocking 
that there was no representation ofthe forces in 
the committee that reviewed the recommenda- 
tions of the pay commission and that it 
was made purely of bureaucrats who did what- 
ever they felt like,” says Lieutenant-General 
(Retd) V.K. Sood. 

However, the Defence Secretary says that the 
point of view of the forces was heard through- 
out the deliberations by the Pay Commission 
and the Committee of Secretaries. 

Also, the forces’ demand for ‘parity with hon- 
our' is questioned by some who say that the 
forces want the best of both worlds — they want 
a subsidised lifestyle while also getting paid as 


much as their non-subsidised civilian counter- 


parts. To that, Singh says the forces have for 
long requested the government to withdraw the 
canteen stores department (CSD) facility. 
According to Major General (Retd) V K 
Singh, the forces have already fallen way below 
corporate jobs in the pecking order and this new 
issue will only aggravate shortage of officers — 
Indian Army is currently short of 15,000 officers 
because it cannot find suitable people. “Forty 
years ago, I qualified for IIT and NDA both, and 
I chose NDA. Nobody would do it today; he says. 
The public recrimination between the gov- 
ernment and the forces has dented the sheen of 
both institutions. It has also divided the nation 
between those who see the forces as victims of 
injustice and those who see them as status- 
seeking egoists. Neither perception bodes well 
for the civil-military relationship in the country. 
"This shouldn't have happened, and it should 
never happen again; says Major General Singh. 
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' Even as the Bush 
Administration tries 
to work out a revised 
bailout package, 
analysts are sceptical 
about its success 


If the crisis spills over 
into India's real econ- 
omy, there is a danger 
of lower consumption, 
investment deceleration 
and slower job creation, 
even as inflation 
remains high 
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APITALISM, said one wag, can- 
not be killed, but it can self-de- 
struct. Look at the multiple-car 
wreck of so many failed or nearly 
failed financial institutions across 
the US and Europe in the global 
financial crisis, and it appears that capitalism — 
or at least the version of capitalism the US has 
employed since the late 1970s — is almost cer- 
tainly on its deathbed. Or at least, very, very sick. 

This is both good news and bad. The prevail- 
ing version of unfettered capitalism that Milton 
Friedman propagated and previous Federal Re- 
serve Chairman Paul Volcker turned into official 
policy, posited that minimal regulation and easy 
money supply could spur infinite growth. After 
the end of the Cold War, over-zealous faith in 
capitalism led the West to discard many of the 
regulations on raw market forces. This boosted 
global growth — for a while. Over time, Wall 
Street's greed and unchecked power turned un- 
fettered capitalism into crony capitalism. And at 
every turn, the US financial policy was twisted to 
suit the demands of Wall Street. But markets, 
like water, find their own level. A correction was 
due, more sober experts warned, and when en- 





Unfettered 
capitalism is dead, 
but Crony 
capitalism is 
alive ana well 


ergy- and food-fuelled inflation raised interest 
rates in the US, the billions of dollars Wall Street 
and other financial institutions had irresponsi- 
bly sunk into subprime mortgages disappeared. 
The New York Stock Exchange alone has lost 
about $1.2 trillion in value. 

It is now commonly agreed that unfettered 
capitalism is dead. But crony capitalism is well 
and alive, as evidenced by the Bush Administra- 
tion's failed attempt to prop up markets with 
$700 billion of taxpayers’ money. The bailout 
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was perceived as the worst kind of corporate 
welfare programme. The heads of banks and 
Wall Street firms that created the crisis in the 
first place would have got the bulk of it. Ordinary 
Americans — struggling to make payments on 
their homes and facing large-scale unemploy- 
ment as the economy is headed into a likely re- 
cession that could rival the Great Depression of 
the 1930s — would have got peanuts. 

Treasury Secretary Henry Paulson, himself an 
alumnus of Goldman Sachs, is promising to re- 
structure the bailout package. One hopes the 
new version will recognise the need to end crony 
capitalism and move to a fairer system. But the 
larger question remains: can bailouts really 
solve the current problem? *Of all the US gov- 
ernment bailouts, only the Chrysler bailout 
made money,’ says David Merkel, a Wall Street 
analyst. He says Paulsons claim that the bailout 
could actually make money for taxpayer is hog- 


wash. Many experts echo 
that view, and suggest 
there is no good solution; 
the problem just has to 
play itself out. The upside: 
there will be a lot of pain, 
but that is what will teach 
errant investors a lesson. 
A bailout will teach the 
opposite, that reckless- 
ness will always be sub- 
sidised by the state. 

If finance is the grease 


global commerce, that 
grease has congealed: the 
system is stuck, and we 
have a crisis of confidence 
as no financial institution 
is willing to lend because ofthe risk of not being 
repaid. Take KfW, the German development 
bank: one evening just before the close of busi- 
ness, it paid Lehman Brothers $350 million in 
what was the first leg of a swap transaction, only 
to find out overnight that Lehman was forced to 
file for bankruptcy. To the already high counter- 
party risk, we can now add settlement risk. 
Michael Hartnett, chief emerging markets eq- 
uity strategist at Merrill Lynch in New York says 
the “financial freak show" has investors on the 
edge and asking what could be done to reverse 
the panic. *If the massive expansion of the Fed's 
balance sheet and other central bank liquidity in- 
jections can't do the trick, then coordinated 
global rate cuts become likely and necessary,” he 
says. Read that to mean more government inter- 
vention to save participants in a free market. 
While no one has acknowledged it as such, 
there is a growing body of opinion that thinks 
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B None Too 
B Bie To Fall 


by Srikanth Srinivas 


HARD TIMES: 

The New York Stock 
Exchange alone has lost 
about $1.2 trillion in 
value — money that 
was manipulated by 
irresponsible bankers 
but owned by ordinary 
folks, including their 
retirement funds 
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Here is a troubling number: while only 11 banks have failed since the 


beginning of the crisis, the number on the Federal Deposit Insurance 
Corporation's watch list has grown to 117. And by all accounts, it 
could get worse. 

Two International Monetary Fund economists, Luc Laeven and 
Fabian Valencia, studied a new dataset of 124 banking crises. Their 
paper, Systemic Banking Crises: A New Database, reviews some of 
the features of the current crisis and the global policy response by 
government agencies in light of crisis history. 

According to the study, in 71 per cent of the cases, liquidity sup- 
port has been used; as events unfold, the likelihood of new ways of 
providing liquidity may actually increase. For instance, on 29 Sep- 
tember, the US Federal Reserve extended dollar swap lines with 
other central banks. 

Another method used in crises is regulatory forbearance. For in- 
stance, in 67 per cent of the cases, banks were allowed to overstate 
their capital. In the Savings and Loans Crisis, for instance, some 
banks, though technically insolvent, were not subject to intervention. 
But that is unlikely in the present circumstances, says Alex Patelis, 
economist at Merrill Lynch. In 73 per cent of the cases, prudential 
regulation has been suspended or not implemented fully. Some of 
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that is evident in the current 
episode too, and there may be 
more on a case-by-case basis. 

The authors point out that 
such measures may not neces- 
sarily accelerate the economic 
recovery. Besides, they can also 
prove to be fiscally costly. Even 
without the $700-billion bailout 
package, US government debt 
has crossed $10 trillion. And if 
some people are to be believed, 
the worst is yet to come. 





that unfettered crony capitalism — 
of which the financial markets have 
been the greatest exhibit — has to 
end. But what will take its place? 


First Came Greed... 
The wheels of history often turn full 
circle. In the ‘roaring’ 1920s, unfet- 
tered capitalism led to the Great 
Depression, which in turn led then 
US President Franklin D. Roosevelt 
to introduce regulation of the financial system 
(as well the social security system). The lynch- 
pin of this was the Glass-Steagall Act, which 
separated commercial banking from invest- 
ment banking. For example, the Act broke up 
the House of Morgan and into two halves; Mor- 
gan Stanley, the investment bank and JPMor- 
gan, the commercial bank. 

Between 1988 and 1996, US Republicans 
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made four attempts to weaken or repeal parts of 
the Glass-Steagall Act; all failed. But then Fed- 
eral Reserve Chairman Alan Greenspan did 
what the US Congress did not. In 1990, the Fed 
allowed JPMorgan — a bank — to underwrite 
securities, something once the preserve of in- 
vestment banks. The move snowballed. In 1995, 
then US Treasury Secretary Robert Rubin testi- 
fied before Congress saying “the banking indus- 
try is different from what it was two decades 
ago, let alone 1933”. In 1996, the Fed allowed 
commercial bank affiliates to have 25 per cent 
of their business in investment banking-type 
operations. Later that year, Sandy Weill, who 
headed Travelers' Insurance, proposed an auda- 
cious merger: of Travelers, with Salomon Smith 
Barney, one of the largest investment banks, 
and what was then the largest commercial bank 
in the US, Citibank. The merger would not have 
been possible without the repeal of the Glass- 
Steagall Act; so in 1999, the Financial Services 
Modernisation Act, also called the Gramm- 
Leach-Billey Act after its sponsors, repealed key 
parts of Glass-Steagall and became law (parts of 
the media called it Sandy's Law). 

But it was Section 108 of the GLB Act that 
troubled people the most: it was titled “Use of 
subordinated debt to protect the financial sys- 
tem and deposit funds from “Too Big to Fail’ in- 
stitutions”. For the first time in US history, the 
law was designating certain institutions as 'too 
big to fail, implicitly promising them govern- 
ment support in the face of their mistakes. 

In the words of one commentator, that was 
corporate welfare at its worst, and against the 
very tenets of genuine free-market capitalism. 
It was, many said, the dawn of crony capitalism 
and all its moral hazards. Now, a large company 
or bank could take excessive risks, which only 
shareholders could profit from, knowing any 
losses would be protected by the government. 

In the last few weeks, analysts and commen- 
tators have suggested that it is time to rethink 
the Gramm-Leach-Billey Act. “The repeal of 
Glass-Steagall was an important contributor to 
the bubble,” said Scott Cleland, CEO of the Pre- 
cursor Group, a boutique research firm for in- 
stitutional investors. "It added to the frenzy. It 
added to the amount of money staked on this.” 

But in March, one of the Bill's sponsors, Sen- 
ator Phil Gramm, told US media that *I see no 
evidence that the subprime problem was caused 
by allowing banks, securities companies and in- 
surance companies to compete against each 
other" Gramm, who is advising Republican 
presidential hopeful John McCain, is likely to 
be treasury secretary if McCain wins this 
November. Will capital markets still be ‘free’ 
during his tenure? 
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DOMINO EFFECT: 
The Dutch, Belgian 
and Luxembourg 
governments together 
had injected 11.2 
billion into financial 
services giant Fortis 





...And Then Came Fear 
While the legal stage is still clear for Paulson to 
present Congress with a compromise bailout 
package, most experts say its passage will do lit- 
tle to sort out the crisis. The biggest concern is 
that the government will be unable to solve the 
same problems Wall Street's best minds failed 
to. "At this stage of the game, there is really no 
other way,” says Anirvan Banerji, director of re- 
search at the Economic Cycle Research Insti- 
tute in New York. “While the bailout is being 
sold as something that will avert financial Ar- 
mageddon and recession, the recession will 
continue, home prices will go down, regardless 
of the emergency action taken in Washington.” 
Briefly, the bailout plan was this: the Treasury 
sought to become the market-maker for trou- 
bled mortgage-backed assets held by US banks 
and some other financial institutions, enabling 
firms to offload toxic holdings and bring life 
back to their balance sheets. The government 
could first get approval for $250 billion, then an- 
other $100 billion if necessary, and then another 
$350 billion. Under pressure from Democrats, 
the plan imposed some curbs on executive com- 
pensation, including a ban on ‘golden para- 
chutes’ — large severance packages. The Trea- 
sury would have received warrants for preferred 
shares in beneficiary firms, enabling taxpayers 
to share in the much-hoped upside in future. 
But in a recent paper, economists from the In- 
ternational Monetary Fund analysed data from 
124 financial crises; they suggest that “accom- 
modative policy measures tend to be fiscally 
costly, and that these particular policies do not 
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necessarily accelerate the speed of 
economic recovery. (see ‘Are 
Bailouts Successful?' on page 32) 

If the US is still persisting with 
the bailout, it is because Washing- 
ton wants to reassure global in- 
vestors, such as Japan and China, 
who hold more than $1.3 trillion in 
US government debt. This cheap 
money is largely what funds Wash- 
ingtons huge surpluses, and implic- 
itly its adventures in Iraq and fail- 
ing Social Security system. If US 
markets fail and these countries 
limit their purchase of US debt, the 
US will experience a huge economic 
constriction that will seize up the 
global economy. The dollar will also 
lose its status as the global reserve 
currency. This will also hurt the, 
US's geo-political and economic in- 
terests, and re-order global eco- 
nomics. While this shift away from 
the dollar and towards a global cur- 
rency (see 'Dethroning The Dollar, BW, 6 Octo- 
ber) may be beneficial in principle, such changes 
cannot be done amid market chaos. 

Already, a loss of faith in the US is hurting 
global markets, which lost more than a $1 tril- 
lion on a single day on Monday, 29 September. 
On Tuesday, the overnight lending London In- 
ter Bank Offer Rate (Libor), a key measure of 
interbank lending, went up to nearly 7 per cent, 
from about 2.6 per cent on Monday, according 
to data from the British Bankers Association. 

The risk profile of emerging markets looks 
even worse. “Until then the collateral 'punch 
lower’, the risk for emerging market equities 
grows,” says Merrill’s Hartnett. "The last one" 
into the de-leveraging vortex means a low prob- 
ability of being first out." And for India, whose 
financial markets are dependent on capital 
flows, that could mean serious trouble. 
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Clouds On The Horizon... 
While the finance minister and others are talking 
up Indian markets, one figure outlines the risk 
they face: the balance of payments for the first 
quarter of this financial year. The surplus was 
$2.2 billion, but compare that to $11.3 billion for 
the corresponding period last year, and you 
might begin to worry. Invisibles, including re- 
ceipts by technology firms and private transfers- 
were up; so was foreign direct investment, but 
portfolio flows were down (and that worries the 
stockmarket). The trade deficit widened more 
alarmingly, driven in no small measure by oil. 
Despite reams of bad news, the Bombay Stock 
Exchange Sensitive Index rebounded on Tues- 
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NO GOLDEN 
UMBRELLA: 

US Senate Banking 
Committee Chairman 
Chris Dodd (left) and 
Senator Judd Gregg 
announcing the failed 
vote over the $700- 
billion bailout plan on 
29 September 





day, and many believe that the rally will continue. 
“The fall on Monday may have been an overreac- 
tion,” says V.R. Srinivasan, CEO of Brics Securi- 
ties, a Mumbai-based firm. He says the market 
view is based more on hope than on any real 
change in circumstances. Others credit the fi- 
nance minister’s meeting with his senior team 
and the head of the Securities Exchange Board of 
India (Sebi) C.B. Bhave, and the assurances they 
put out. “They just talked up the market,’ says the 
head of a brokerage house who did not want to be 
identified. The trouble is, he adds, we tend to use 
the long-term positive potential to justify short- 
term optimism even when it isn’t warranted. 
Take the fall in global markets, growing risk 
aversion and the drying up of capital flows, and 
what emerges is a dismal outlook for the next 18 
to 24 months. But ask stockmarket analysts, and 
they will tell you that it will be all about a return 
to fundamentals. The trouble is the fundamen- 
tals do not look so good. High interest rates, dou- 
ble-digit inflation, a not-so-good fiscal position, 
slowing growth, more expensive capital that 
could hit firm profitability, and it does not look as 
attractive a market as some months ago. And add 
to that the rapidly depreciating exchange rate. 
This is where the rubber hits the road: where 
the financial crisis not only impacts Indian 
markets but spills over into the real economy. 
The possibility of slower job creation, lower in- 
vestment and lower consumption as inflation 
continues to eat into disposable income. 


...And No Silver Lining 
Apart from the shortage of capital, the cost of 
capital is likely to go up. And this at a time when 


Ka ee) ct) aia Slobal crisis 


capital and investment needs are 
growing, particularly for infra- 
structure that impacts investment. 
and business climate. “Domestic 
interest rates are not going to 
come down; says Indranil Pan, 
chief economist at Kotak Mahin- 
dra Bank in Mumbai. *Given the 
need to bring down inflation, they 
are more likely to rise further.” 

So captains of industry might 
have to rethink their medium- 
term strategies. With the initial 
public offering market in a mori- 
bund state, and with promoters 
being certain that high valuations 
of their companies are justified, 
equity capital is not going to be 
easy to come by either. 

In hindsight, reading the sud- , 
den appreciation of the rupee vis- 
à-vis the dollar may have been a se- 
rious misreading of reality. 
“Despite a growing current account deficit, and 
a rising import bill, its hard to see how people 
actually expected the rupee to reach Rs 35 to the 
dollar," says Pan. And just as suddenly, foreign 
exchange reserves of nearly $300 billion do not 
look like a very comfortable cushion either. 

Can we grow our way out of trouble? Not a 
chance. With inflation at over 12 per cent, any 
monetary policy action in an election year will 
be towards lowering it quickly. The sacrifice ra- 
tio — the loss of gross domestic product (GDP) 
associated with the decline of one percentage 
point in inflation — can be high, so growth is 
going to be hit over the next 24 months. And it 
won't be inconsiderable. 

Even if global capital flows return, we will w 
nevertheless have to compete for them; that re- 
turns us to other fundamental questions: stable 
politics, a predictable policy environment, and 
good governance. Apart from captains of indus- 
try, the polity and the public at large will have to 
ask hard questions about subsidies and entitle- 
ments of ourselves as well. 

As BW went to press, the US Senate was getting 
ready to vote on a modified bailout plan. It will 
also be the day when the US national debt will 
cross $10 trillion; the last 1 trillion has been added 
in just one year. It will be a hard and long debate, 
and will raise many uncomfortable questions. 
Hopefully, we will reflect too, on the medium 
term, rather than be jerked around by the gyra- 
tions of the Sensex and what stockmarkets say. 
But given our history, good luck with that. 





Inputs from Uttara Choudhary in New York. 
srikanth.srinivas@abp.in 
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Geography of 
Wall Street 
will change. 
But there is 
no surety 
that greed 
won t rear its 
ugly head 
again 


by omkar goswami 


WE FELT THE ILL WINDS. BUT FEW COULD 
have anticipated what has happened 
since Black Monday, 15 September 
2008. Lehman Brothers became history 
after filing for bankruptcy on 14 Sep- 
tember. John Thain sold Merrill Lynch 
lock, stock and barrel to the Bank of 
America for $50 billion. With AIG 
about to tank, US Treasury Secretary 
Henry Paulson eschewed high morals of 
“no more bailouts” for sensibility, and 
extended $85 billion credit to acquire 
79.9 per cent of the company — thus na- 
tionalising it in the short run. 

That didn’t help. Washington Mu- 
tual was teetering; Morgan Stanley’s 
and Goldman's stocks were being ham- 
mered down. And there was real fear in the air. 
So, Paulson announced the mother of all 
bailouts — $700 billion to create a ‘bad bank’ 
that would sequester ‘toxic’ assets, create liquid- 
ity, clean up dud paper and shrink the financial 
sector’s balance sheets. But the US Congress 
turned down the proposal. While realising the 
need for this bailout to save the system, there 
were many Congressmen and Senators who 
were appalled at sinking such vast sums of tax- 
payers’ money to throw a lifeline to institutions 
whose employees behaved like fat cats. 

Simultaneously, realising that the days of in- 
dependent Wall Street institutions are over, 
Morgan Stanley and Goldman Sachs have opted 
to become bank holding companies instead of 
investment banks — thus agreeing to be super- 
vised by the Federal Reserve as well as the SEC 
(Securities and Exchange Commission). This 
hasn't helped Morgan, whose Chairman and 
CEO John Mack is still desperately seeking suit- 
ors for the battered bride. Lloyd Blankfein of 
Goldman, a canny mogul who exited mortgage- 
backed paper at the right time with tidy profits, 
has been luckier. He has found a groom in War- 
ren Buffett, who has agreed to invest $5 billion. 

In hindsight, it is all too easy to crow, “I told you 
so”. Instead, we should be asking two questions: 
will being banks help the last three standing — JP 
Morgan Chase, Morgan Stanley and Goldman 


Sachs? And second, will there be more stringency 
in governmental and regulatory supervision? 

To understand why these institutions became 
investment banks, we need to go back to the 
Glass Steagall Act, 1933. Major bankers and bro- 
kers were indistinguishable in the late 19th and 
early 20th centuries. With the Great Depression, 
the US Congress was convinced of severe con- 

icts of interest between banks and their broking 
arms to the detriment of ordinary depositors, 
and passed Glass Steagall. It created major legal 
barriers to the mixing of these activities, sepa- 
rated banks according to their business, and 
founded the Federal Deposit Insurance Com- 
pany for insuring bank deposits up to a limit. 

Glass Steagall was repealed in November 1999, 
but many investment banks chose to remain 
where they were because it kept them outside the 
stricter regulatory supervision of the Federal Re- 
serve. And in the heady last nine years, the con- 
straints of non-deposit financing were overcome 
by the kind of astronomical leveraging that no 
regulator worth his salt would have permitted any 
bank to do. Taking on various forms of debt up to 
75 times equity was considered great business. 

Becoming commercial banks will give the Big 
Three access to cheaper depositor funds. But that 
won't help unless they learn to discipline them- 
selves. That’s unlikely. For one, there are no Chi- 
nese walls in the world of integrated finance. For 
another, smart, greedy, testosterone injected in- 
vestment bankers and brokers, whose compen- 
sations depend on the money they make on other 
people’s money, will find myriad ways of using 
depositor funds for riskier businesses. Such ex- 
cess risk taking won't happen immediately due to 
the present milieu and because there will be 
stricter US laws and greater governmental super- 
vision — as it was with the Sarbanes Oxley Act. 
Expect tough regulations and witch hunting in 
the near future. 

History tells us that regulatory toughness dis- 
appears in good times. Smart Wall Street cookies 
with their lawyers and rating agencies will find 
ways of circumventing regulation to promise 
gold. We know that the rating agencies are a joke. 
A few years ago, S&P had given Fannie Mae a 
higher corporate governance rating than Infosys! 
Just as it gave AAAs to funny paper. 

So, while the geography of Wall Street will 
change, never believe that greed won't rear its 
hydra head. And don't be taken in by the notion 
that having both commercial and investment 
banks under a holding structure will mitigate 
risks. Innate prudence mitigates risks. Where 
that doesn’t exist, nothing does. 


The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Busted 
Bailout 


by kenneth rogoff 


WITH MINDS CONCENTRATED BY FEARS OF 
another 1930s-style Great Depression, 
US political leaders developed, virtu- 
ally overnight, a $700-billion bailout 
plan to resuscitate the country’s rap- 
idly deflating financial sector. But, just 
as stunningly, rank-and-file members 
of the US House of Representatives 
have rejected it — at least for now. 
Perhaps they were right to be sceptical. 

The plan’s central conceit is that gov- 
ernment ingenuity can disentangle the 
trillion-dollar ‘subprime’ mortgage 
loan market, even though Wall Street's 
own rocket scientists have utterly 
failed to do so. To boot, we have been 
told that the government is so clever 
that it might even make money on the whole af- 
fair. Perhaps, but let us not forget that a lot of 
very smart people in the financial industry 
thought the same thing until quite recently. 

Just a year ago, the US had five major free- 
standing investment banks that stood atop its 
mighty financial sector. Collectively, their em- 
ployees shared more than $36 billion in bonuses 
last year, thanks to the huge profits these banks 
‘earned’ on their risky and aggressive business 
strategies. In mid-August, I had the temerity to 
predict that risks had come home to roost, and 
that a large US investment bank might soon fail 
or be forced into a distressed merger. Little did I 
imagine that today, there would be no freestand- 
ing investment bank left on Wall Street. After 
years of attracting many of the world’s best and 
brightest into ultra-high paying jobs, these col- 
lapsing banks are now throwing them out left 
and right. One such victim, a former student, 
called me the other day and asked, “What am I 
supposed to do now, get a real job?” 

This brings us back to the US Treasury’s plan 
to unclog the subprime mortgage market. The 
idea is that the US government would serve as 
buyer of last resort for the junk debt that the pri- 
vate sector has not been able to price. Who, ex- 
actly, would the Treasury employ to figure all 
this out? Why, unemployed investment bankers, 
of course. Let us ponder this. Investment 


bankers have been losing their cushy jobs be- 
cause they could not figure out any convincing 
way to price distressed mortgage debt. Other- 
wise, their firms would have been able to tap the 
trillions of dollars now sitting on the sidelines, 
held by sovereign wealth funds, private equity 
groups, hedge funds and others. Now, working 
for the taxpayer, these same bankers will sud- 
denly come up with the magic pricing formula 
that has eluded them until now. 

Little wonder that academics across the polit- 
ical spectrum have expressed considerable 
scepticism. The main concern centres around 
the Treasury's apparent intention to pay more 
than double the current market price (20-30 
cents on the dollar) on the premise that its suc- 
cess in untangling the mortgage market would 
make any discount seem like a bargain. 

Does such nitpicking fail to recognise the ur- 
gency of fixing the financial system? Isn't any 
plan better than none? I, for one, am not con- 
vinced. Efficient financial systems are supposed 
to promote growth in the real economy, not im- 
pose a huge tax burden. And the US financial 
sector, in greasing the wheels of the real econ- 
omy, has been soaking up 30 per cent of corpo- 
rate profits and 10 per cent of wages. Thus, un- 
like in the 1930s, the US faces a hypertrophied 
financial system. Isn't it possible, then, that 
rather than causing a Great Depression, signifi- 
cant shrinkage of the financial sector, particu- 
larly if facilitated by an improved regulation, 
might actually enhance efficiency and growth? 

I am not suggesting the government should 
sit on its hands. It needs to provide an expanded 
form of deposit insurance so that there are no 
more Northern Rock-style bank runs. That was 
a big lesson ofthe 1930s. It may also need to con- 
sider injecting funds more directly into the 
mortgage sector while the private sector recon- 
stitutes itself. Certainly, it must also find better 
ways to help homeowners and lenders work out 
efficient bankruptcy proceedings. It makes no 
sense for banks to foreclose on homes when 
there are workout options, whereby people 
could stay in their homes and banks could re- 
cover more money. 

Eventually, after further twists, turns, and 
huge expenditures, the US will emerge from its 
epic financial crisis. The proposal that was de- 
feated was not sufficiently targeted at pruning 
back insolvent banks, but it will almost certainly 
not be the last word, regardless of how Congress 
now proceeds. 





The author is Professor of Economics and 
Public Policy at Harvard University, 

and was formerly chief economist at the IMF. 
© Project Syndicate, 2008 
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The Finish 


Infosys and 
HCL are in 
a bidding 
battle for 
UK-based 
Axon Group 


CHEWS ENGED: 
t Nayyar, HELS 
, apne pin 9. 
ems director 
and CEO, ns focused” 
"D 


Í: 


by Dhanya Krishnakumar 


THE FACE-OFF BETWEEN INFOSYS TECHNOLOGIES 
and HCL Technologies over UK-based SAP im- 
plementation and consulting firm Axon Group 
may be the first instance of two premier IT 
firms from India publicly locking horns in the 
international market. But it is really an indica- 
tor of the kind of cash these companies are now 
confident of dishing out to chase their dreams. 
Going forward, more and more Indian firms 
will clash with each other in the global arena. 
“There is a need for growth and growing organ- 
ically is getting more difficult,” explains Sudin 
Apte, senior analyst at Forrester Research In- 
dia. Two phenomena are driving this trend. 
First, nearly all of them have worked up sizeable 
balance sheets. HCL Technologies, the fifth 
largest IT firm in India, has bid 650 pence a 


HCL makes 


650 pence-a- 


share bid 


share for Axon against Infosys’ 600 pence, 
countering Infosys’ £407-million bid with a 
£441-million bid. Infosys has Rs 14,491 crore in 
cash reserves and HCL Rs 8,033 crore. Interest- 
ingly, while Infosys is funding the buy entirely 
through its reserves, HCL is using only £41 mil- 
lion from its reserves and is taking a loan for the 
remaining £400 million. Analysts believe HCL 
has kept its reserves as a buffer, just in case it 
needs to raise its offer price in the event of a 
counterbid. Others such as TCS (Rs 13,044 
crore), Wipro (Rs 11,541 crore) and Satyam 
(Rs 7,843 crore) have cash surplus as well. 

Second, with the US going through a slow- 
down, a lot of its IT firms will be up for grabs as 
they lose business from their banking, financial 
services and insurance verticles (BFSI), that has 
been the worst hit by the credit crisis. 


In August, when Infosys announced its bid for 


Axon, experts gave it a thumbs down saying the 
company may be paying too much for access to 
Axons SAP consulting and implementation 
business. HCL’s higher bid has only accentu- 
ated that concern. Industry experts say that at a 
time when most mid-sized European IT firms 
are valued at 0.5 times of their price to earnings 
(P-E) ratio, both HCL and Infosys are paying 


Infosys makes 


600 pence-a- 
share bid 
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almost 2.5 times the market price of Axon. À re- 
cent research note put out by financial services 
firm Edelweiss says the price Infosys is willing 





~ to pay for Axon is high considering Axon derives 


20 pero cent ui its revenues from ri tech- 





enue SAP EHE 

Also, analysts point out that operating margins 
of both Infosys and HCL at 30.4 per cent and 17 
per cent, respectively, are far better than those of 
Axon at 14 per cent. The Axon acquisition could 
pull down their operating margins. But Managing 
Director and CEO of HCL Technologies Vineet 
Nayyar says he is focused on growth. “Its the 
growth rationale and the synergy to drive incre- 
mental revenues from Axon and HCL customers," 
he says. Edelweiss says HCL or Infosys will haveto 
work towards improving the margins of Axon, 
and that would be a three to four year exercise. 





Who Fits B Better? 

Even as the tata debate rages on, a bigger 
question staring us in the face is which of the two 
— HCL or Infosys — is likely to gain more from 


Axons acquisition. “The aequisition is quite 


strategic for Infosys — it would propel the com- 
pany to the Top 10 league of SAP consultants 
globally, and give a solid client side consulting 
business and expertise, which they have been try- 
ing to build organically for a while now,” says 
Avinash Vashishtha, CEO and managing direc- 
tor of IT consulting firm Tholons. Vashishtha be- 
lieves the acquisition may be a step ahead for 
HCL, but will not put the company in the top tier. 
But HCL's Nayyar refutes that opinion, “We can 
be Top 5 SAP services providers in the world." 

In fact both companies have good reasons for 
bidding for Axon. HCL Technologies identified 
Enterprise Application Services (EAS) as a 


- growth area in 2005, but for financial year 2008, 


HCL had only 11 per cent of its revenues coming 


from EAS. The company expects the Axon ac- 
 quisition to plug this lacuna. Significantly, 


HCL's stated intention of emerging as a global 
Top 5 SAP vendor will get a major boost should 
the Axon acquisition go through,” says Apurva 
Shah, head, Research-Institutional Equities, 
Prabhudas Lilladher. Agrees Manik Taneja of 
Emkay Global Financial Services, "Axon could 
be a more prized asset for HCL Tech as com- 
pared to Infosys given that the company has 
lagged behind peers in the Enterprise Applica- 
tions space with $200 million in revenues as 
compared to Infosys and Satyam both clocking 
$1 billion in revenues from SAP services.” 
According to analysts, there will not be any 
direct client overlaps between HCL and Axon 
either. Currently, HCL gets about 31 per cent of 
its revenues from Europe and the bulk of it 










GAINS FROM AXON ACQUISI 
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comes out of custom software development. 


' But there are costs involved. Analysts at Emkay 


say, the Axon acquisition could hit earnings es- 
timates of HCL by 2 per cent and 5 per cent re- 
spectively for FYO9 and FY10, assuming that 
the acquisition gets consummated in the first 
quarter of 2009 at the current bid price. But 
any counter bid by Infosys, upped by HCL 
would accentuate the negative impact. 

The other side of the story: Infosys is ex- 
pected to benefit from the acquisition as SAP 
practice contributes about one-third to its en- 
terprise solutions revenues, and employs 2000 
people. The takeover is also expected to in- 
crease Infosys's revenues from consulting and 
package implementation from 24 per cent to 
25.6 per cent in FYO9 and 29.6 per cent in 
FY10. “Given that over 60 per cent of Axon's 
revenues are derived from Europe, we expect 
Infosys's consolidated revenues from Europe to 
move from the current 28 per cent to 28.6 per 
cent and 30.4 per cent in FYO9 and FY10; says 
Shah of Prabhudas Lilladher. 

Adds Forrester Research's Apte, "The deal 
brings over a hundred new clients and missing 
industry verticals such as publie sector to the 
Infosys fold. And with Axon, Infosys is better 
equipped to address the European client's de- 
mand of a combination of local Europe pres- 
ence and offshore scale” Rajesh Jain, head of 
ICE at KPMG, says the client overlap between 
Infosys and Axon is also minimal which would 
lead to effective cross-selling among clients. 

Infosys and HCL may have to deal with a 
third suitor for Axon. Companies such as Euro- 
pean Atos Origin, Paris-based Cap Gemini and 
Fujitsu-Siemens are all heavily entrenched 
players in the SAP market. Only, they may not 
be able to deliver services at prices Indian com- 
panies can. Whether they will jump into the fray 
to prevent the emergence of a large Indian rival 
is a moot question. 





With Inputs from Venkatesh G.in Mumbai 
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Survival 


Stratagem 


Cautiously, 
newspaper 
companies 
are raising 
their cover 

prices 


by Gurbir Singh 


BUYING A NEWSPAPER TO WRAP YOUR LUNCH IN IS A 
cheaper option in India than spending money 
on aroll of aluminum foil. And it has been so for 
decades. That’s because cut-throat competition 
and irrational price wars have kept the lid on 
cover prices of newspapers and magazines. 

The spiralling increase in prices of imported 
newsprint, and the depreciating rupee, how- 
ever, are forcing publishing houses to rethink 
their business strategy of keeping the cover 
price way below cost of production. The price of 
imported newsprint has increased by more 
than 60 per cent in the last year alone. The stan- 
dard 45 grams per square meter (GSM) paper 
costs $950 per metric tonne (MT) compared to 
$580 per MT in July last year and $380 in 


2002. It must be remembered that 
newsprint accounts for close to 55 per 
cent of a newspapers cost and most com- 
panies import 40 per cent-65 per cent 
of their requirement. 
This has taken its toll. Cavalier 
launches of business dailies in the re- 
gional languages have stopped. The 
Gujarati edition of Business Stan- 
dard shut down within months 
of its launch in August this year, 
while the Hindi edition is tot- 
tering. The proposed Hindi 
business daily from the Net- 
work18-Jagran combine is 
yet to see the light of day 
after being delayed by 
nearly a year. Sakal 
Times, the general English 
daily from the Pune-based Sakal 
Group, wound up its Delhi edi- 
tion even before it hit the stands. 
K.U. Rao, CEO of Diligent 
Media that publishes the DNA, 
which has recently hiked its 
annual subscription rate, did 
not mince words. "We cannot 
subsidise newspaper costs any- 
more. Each copy costs us Rs 13 to pro- 
duce. It is the most subsidised commodity in 
the market today,” he says. "Twenty years ago, 
the cost of milk was Rs 2 a litre and a newspaper 
too cost the same. Today, milk has gone up to 
Rs 30 a litre, but the newspaper is still Rs 2." 


Juggling The Holy Cow 

Cutting expenditure was the initial reaction of 
publishing houses to rising input costs. Most 
newspapers have reduced the number of pages. 
Hindustan Times has cut its business section by 
two pages, The Economic Times has cut back four 
pages. Most have either dropped some supple- 
ments or converted glazed newsprint supple- 
ments into ordinary newsprint products. The 
apex body for news publications, the Indian 
Newspaper Society, has recommended a 30 per 
cent hike in advertising rates to make up the loss. 
The Rajan Raheja-promoted Outlook Group as 
well as the India Today chain responded by hik- 
ing ad rates, but by just 7-10 per cent. 

But tightening of purse strings was not 
enough. Considered a booming industry till last 
year, news publishers have no option but to re- 
sort to tough measures to stay in the black. 
Some newspaper companies have decided to 
bell that cat — or raise the cover price. Hiking 
the cover price, seen to determine circulation 
numbers, and therefore advertising revenues, 
has hitherto been an anathema for most news- 
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The Handloom Mark is issued by the Textiles Committee, Government of India, to select individual weavers, 


master weavers, handloom retailers, primary & apex handloom societies, handloom corporations, 


merchant and manufacturer exporters. It guarantees the originality, certifies the authenticity and signifies 


that the product is genuinely hand woven and of handloom origin. So you can buy Indian handlooms with 


complete assurance and use them with total confidence! 


© | W 


Textiles Committee Office of the Development 


(Implementing Agency) Commissioner (Handlooms) 
Ministry of Textiles, Government of India, Ministry of Textiles, Government of India, 
www.textilescommittee.gov.in | www.handlooms.nic.in 
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paper companies. 

DNA has just hiked its annual subscription 
rate from Rs 199 a year — or Rs 0.55 per copy — 
to Rs 299 per year. The newspaper's supple- 
ment ‘Me’ now has a price tag of Rs 10 per 
month, taking the total subscription rate to as 
high as Rs 419 per year or Rs 1.15 per copy. The 
Times of India Mumbai edition too has in- 
creased its cover price from Rs 4 to Rs 4.50, 
which includes a free copy of the tabloid Mum- 
bai Mirror or the Marathi daily Maharashtra 
Times. Increasing the cover price is an option 
being exercised the world over. The Beijing 
Times, for instance, has doubled its price from 
RMB 0.50 (Rs 3.45) to RMB 1 (Rs 6.90) 


Predatory Pricing 

Newspapers have no one to blame but them- 
selves for the low cover prices. It is mainly a re- 
sult of debilitating price wars between newspa- 
per chains to push up circulation at the cost of 
their competitors. While the big fish have made 
short-term gains, many smaller publications 
have gone under. 

The battle between Hindustan Times (HT) 
and The Times of India (Tol) for a larger share 
of Delhi readership almost reads like a business 
thriller. In 1991, Tol had a circulation of around 
70,000 in Delhi against 350,000 for HT. To get 
ahead in the Rs 1,000-crore Delhi market, Tol 
slashed its price from Rs 2.30 to Rs 1.50 
in 1994, and by 1998 the strategy paid off. Tol 
cut into HT’s readership, and the difference in 
circulation figures narrowed down to a few 
thousand copies. 

It took HT just a year to undercut Tol’s price. 
On 19 March 1999, HT announced an ‘invita- 
tion price’ of Re 1 on weekdays. But this round 
ironically went to the Tol that emerged as the 
only national paper with a circulation of 1.7 mil- 
lion from being a one-city brand. HT, on the 
other hand, slipped. For the first time in its 76- 






| Uncovered Costs 
Indian dailies are priced much lower than both 
their production costs and their global peers 
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year history, HT made an operating loss in the 
first quarter of 2000-01. 

The company recuperated somewhat after Vir 
Sanghvi came aboard as editor, but the paper 
could never regain its number one position. By 
the end of 2007, Tol had clearly pulled ahead of 
HT by over 200,000 readers. The two behe- 
moths are now stuck at a cover price of Rs 2.50 
and waiting for the other to blink first. 

The HT-Tol scramble for market share has 
done long-term damage to the industry. Smaller 
dailies like the Pioneer and the Indian Express 
are like the living dead. The National Herald 
and several others closed down. It is no surprise 
that media revenues in China are eight times 
that of India, and the largest Indian media com- 
pany is still to touch the $1-billion mark. 

A confused Indian Express executive quoted 
in a case study on the Tol-versus-HT price wars 
says, “We are totally baffled by this price war 
and don't have funds to compete. Pricing a pa- 
per at Re 1is ridiculous, even by their own ad- 
mission. We can only hope this irrational pric- 
ing does not last." 

The cover price war story is a global one. News 
Corp Chairman Rupert Murdoch set off a price 
war in the UK after he took over The Times in 
1993 that saw the newspaper indust¥y losing 
millions of pounds in circulation revenue. The 
strategy failed, and The Times began raising its 
cover price from September 2002. 

The cover price versus advertising revenues 
debate, meanwhile, carries on. Torstein-Joern 
Klein, president of the German G+J Interna- 
tional Group that publishes Stern and 300 
other titles in Germany, points out, ^Most publi- 
cations in Europe, including Germany, price 
their titles at close to their production cost. This 
ensures that the advertising revenue is the 
profit margin.” 

Donald Kummerfeld, president of the Feder- 
ation of International Periodicals Publishers, 
however, warns: “Those who live by advertising 
will die by advertising. It is dangerous to be de- 
pendent on one stream of revenue.” 

Is there hope on the horizon for newspaper 
publishing? Says DNA’s Rao, “Consumers are 
willing to adjust to higher cover prices but the 
market leaders are not concerned. The Times 
Group raises Rs 3,300 crore a year from adver- 
tising. The cover price is not a major issue. The 
smaller players cannot independently raise 
prices too sharply.” Revenues and circulation 
are key concerns but another casualty of price 
wars is editorial freedom, as publishers devise 
ways to keep afloat. Paid advertorials thus are 
one of the natural off-springs of the pricing war. 


gurbir.singh@abp.in 
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One-Year Post-Graduate Programme in 


Public Management and Policy (PGP-PMP) 
from IIM Ahmedabad 


PGP-PMP is a rigorous one-year full-time residential 
programme in public management and policy with focus on 
governance and policy formulation and implementation, 
infrastructure development and financing, and public 
enterprise management. PGP-PMP has been designed to 
sharpen the skills and broaden the perspectives of civil servants, 
managers of parastatals and public enterprises, professionals 
from NGOs, executives of private sector firms dealing with 
public management issues, and those pursuing political careers 
with legislative experience. 


The programme has an international exchange/attachment 
module which has been designed to expose participants to 
public management policies and practices followed in a 
different cultural context. 


Executives from public sector enterprises, parastatals, 
government and its organizations, and large private 
corporations are encouraged to apply. The Department of 
Personnel & Training (DoPT), GOI has signed an MoU with 
IIMA under which DoPT would partially support a few Class 
I civil servants of Group (A) Services for the programme. 


Eligibility 


1. A bachelor's degree or equivalent in any discipline. 


2. Seven years or more of work experience or 
legislative experience of between 1 to 5 years by 
March 2009. i 

. GMAT, GRE or CAT scores. GMAT/GRE score 
should have been obtained between April 1, 
2006 and November 3, 2008, and CAT 
scores from any of the last three CATs. 

. Candidates not having GMAT/GRE/CAT may also 
apply. Such candidates would have to appear for 
a specially designed test. 


. Shortlisting for interviews would be based on test 


score/GMAT/GRE/CAT score and application rating. 





Last date for application: November 3, 2008 


For further details of the programme and to 
download the application form, please visit our 
website: www.iimahd.ernet.in 


Chairperson, PGP-PMP, 
Indian Institute of Management, Ahmedabad - 15 
Tele: +91-79-65224886; Fax: 079-66324455 * Email: pgppmp@iimahd.ernet.in 
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NEW EXPERIMENT: 


Phase | trials assess a 
drug’s safety on human 
subjects for the first 
time directly after trials 
On animals 


Is India 
ready for 
human 
trials of 
foreign 
drugs? 


Territory 


by Gauri Kamath 


CLINICAL TRIALS — THE TESTING OF DRUGS ON 
human subjects to verify their safety and effi- 
cacy prior to seeking marketing approval — are 
in the spotlight once again. This time the reason 
is a Union Ministry of Health proposal to allow 
drugs discovered outside India to be tested on 
Indian volunteers in the country. 

Currently, India allows such studies, known 
as ‘first-in-human’ or Phase I trials, only for 
drugs discovered in the country, except in ex- 
ceptional cases such as the HIV/AIDS vaccine, 
or certain cancer treatments. Drugs discovered 





outside are only allowed to be put through 
Phase II and Phase III trials, after initial safety 
studies on humans are completed abroad. 

The Indian government believes that its pro- 
posal is the logical next step towards fulfiling 
India’s ambition of becoming a leading drug 
discovery and development hub. “The Indian 
pharma industry is going through a paradigm 
shift,” says Surinder Singh, India’s New Delhi- 
based Drugs Controller General (DCGI) during 
a recent Mumbai visit. Singh believes that India 
needs the capacity to develop the drugs that its 
companies and laboratories are coming up with 
themselves or in partnership with western drug 
companies. "Where is this capacity?" he asks. “It 
has to be built." 

However, civil society groups and health ac- 
tivists warn that lifting restrictions on first-in- 
human trials, which are mostly performed on 
healthy volunteers, could accelerate the ex- 
ploitation of India's poor to commercialise 
medicines meant for the rich, and strain India's 
stretched regulatory infrastructure further (see 
‘Trial And Error, BW, 10 September, 2007). 
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“Even today, a large number of participants in 
clinical trials end up in an exploitative relation- 
ship, says New Delhi-based health activist 
Mira Shiva, chairperson of Health Action Inter- 
national for Asia-Pacific and founder of the 
People’s Health Movement. Shiva believes that 
it is mostly the poor who volunteer for trials 
either to get free medicine, or money, or both. 

In the past decade, India has emerged as a 
leading destination of Phase II and Phase III tri- 
als. According to clinicaltrials.gov, the US gov- 
ernment's registry of clinical trials, India has 
been part of over 700 global clinical studies, of 
which 300 are 'open or still seeking volunteers. 
For comparison, in the year 2003 only 11 trials in 
India could be found on clinicaltrials.gov. 

Shiva points out that India has an unproven 
record on issues such as compensation to sub- 
jects who are harmed by a trial, and action 
against law breakers. It is also doubtful whether 
Indians will ultimately get access to medicines 
tested on them, she says. Besides, the drug in- 
dustry pays too much attention to diseases of 
the rich rather than neglected ones such as tu- 
berculosis and kala azar, which should be *a 
public health priority’, she says. 


The Beneficiaries 
For now, it is the drug industry and ancillary 
sectors, such as clinical research organisations 
(CROs), which manage drugs trials for a fee, 
that are pushing for it. "This is the right thing to 
do,” says Dhananjay Bakhle, senior vice-presi- 
dent and general manager for India at 
Navi Mumbai's Reliance Clinical Re- 
search Services. “The government 
shouldn't discriminate between Indian 
and foreign drugs.” 

The ministry's proposal, which is 
currently in the form of draft rules to 
Indias Drugs & Cosmetics Act, sug- 
gests allowing first-in-human trials for 
outside drugs "if the intellectual prop- 
erty right, or IP, for the new drug sub- 
stance is owned or assigned to an In- 
dian company or if there is a valid 
agreement of the applicant with the 
holder of IP... for joint development of 
the substance...". Bakhle, who has par- 
ticipated in the discussions on these 
rules called by the DCGI, says that this 
clause would ensure that there is a lo- 
cal entity accountable for such trials. 

This is good news for Indian pharma 
companies that have struck such part- 
nerships with western drug makers. 
Mumbai's Piramal Life Sciences and 
Gurgaon's Ranbaxy are among those 
that have agreements with US's Merck 


SANJIT KUNDU 


"For first-in-human trials alotof | 
factors are important, like very | 
good infrastructure, experienced | 
manpower and CRO expertise.” 


GLENN SALDANHA 
CEO, Glenmark Pharmaceuticals 





and Eli Lilly, and UK's GlaxoSmithKline, re- 
spectively. Such pacts envisage taking experi- 
mental compounds from western partners, re- 
fining them and putting them through animal 
studies and early human trials here. These 
agreements involve sharing of IP and joint de- 
velopment. ^Many pharma companies are trying 
to enter such collaborations to co-develop drugs 
with western companies,” says Surinder Kher, 
CEO of Noida CRO Jubilant Clinsys. Kher ex- 
plains that such alliances might ultimately 
throw up a drug that has been discovered in a 
western country but could well be tested in India 
if not for legislation barring it right now. 

Easing restrictions on trials is logical as 
there is “no scientific basis for differentiating 
between a drug discovered in India and one 
discovered abroad”, he says. “Either way you 
are exposing the population somewhere to a 
new drug.” The Jubilant group, which offers a 
swathe of services from research to manufac- 
turing to multinationals, is also interested in 
such partnerships. 

But, while it appears as if the amended rules 
will only cover such drugs, their scope could ulti- 
mately end up being much larger. They could 
well be tweaked to include contracts between 
drug companies and CROs, according to one in- 
dustry executive who also participated in the 
meetings. India’s burgeoning CRO industry has 
stepped in as intermediary between mostly 
western drug companies wanting to take trials 
to India, and local hospitals that do them. CROs 
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EXECUTIVE SUMMARY 


e The government be- 
lieves that its proposal 
is the logical next step 
towards making India a 
leading drug discovery 
and development hub 


€ Health activists are 
concerned that lifting 
of restriction on first- 
in-human trials could 
lead to exploitation of 
India's poor 


| "Even today, a large number of 
participants in clinical trials end 
up in an exploitative relationship." 
| MIRA SHIVA 


| Chairperson, Health Action International, 
| Asia-Pacific 
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arrange and supervise trials in hospitals for a fee 
and are doing business worth about $300 mil- 
lion, say some estimates. Ifsuch contracts are in- 
cluded, then any drug that is tested through a lo- 
cal CRO will qualify for a first-in-human trial in 
India. The question is whether this will confirm 
activists worst fears and result in a trials 
tsunami that India is ill-equipped to deal with. 


Building Capacity 

Unlikely, say some stakeholders. “Just because 
it is allowed doesn’t mean pharmaceutical com- 
panies will line up at our doorstep,’ says Apurva 
Shah, founder of Ahmedabad CRO Veeda Clini- 
cal Research, which undertakes such trials in 
India for home-grown drugs, and in its UK sub- 
sidiary for drugs discovered outside. 

CRO experience in India with first-in-human 
trials is limited, largely because India's drug dis- 
covery effort is still young, and there are very 
few Indian drugs that qualify to be tested here 
first. This has had two clear implications. One, 
most of the CRO activity in India is focused on 
the biggest market — managing Phase II and 
Phase HI trials for multinationals. And two, the 
relatively few first-in-human trials that do take 
place here on home-grown drugs have not re- 
sulted in critical mass in terms of units and per- 
sons capable of handling this high-risk, spe- 
cialised operation. 

Unlike Phase I and Phase HI trials that are 
done in hospitals, Phase I trials are undertaken 
in specially equipped captive units with inten- 
sive care units that monitor the vital signs ofthe 
subject continuously, and are capable of resus- 
citating the subjects if things go wrong. In most 





pharmaceuticals 


Indian CROs that have captive units with beds, 
the facility is used to perform far simpler, and 
usually safer ‘bioequivalence’ studies — to prove 
the similarity between a generic and a patented 
drug. These studies are required by drugs regu- 
lators to allow substitution of a patented drug 
by a generic after patent expiry. 

But these units cannot overnight start doing 
first-in-human studies. According to Shah, 
while the volunteer-to-staff ratio is 2:1in a bioe- 
quivalence trial, this ratio is inverted in first-in- 
human trials with even four employees per vol- 
unteer. Besides, the experience needed is very 
different, says Shah. “It is not just about having 
a medical degree or pharmacological back- 
ground” 

Shah sends his own key staffers for training to 
his UK arm — a Phase I unit with decades of ex- 
perience. These staffers get hands-on experi- 
ence for six months on trials and learn on the 


job, an acknowledgement that qualifications 


alone aren't enough. Of the 10 first-in-human 
trials that Veeda took up last year, only two were 
done in India. 

Even Indian companies often take their 
drugs overseas for Phase I trials. One such com- 
pany is Mumbai's Glenmark Pharmaceuticals, 
which has among the highest number of drugs 
in the clinics among Indian drug makers. Glenn 
Saldanha, CEO of Glenmark, says that it would 
cost him half as much if he were to get compara- 
ble expertise and infrastructure in India. 

But going abroad gives Glenmark access to 
experienced CROs that have worked in certain 
therapeutic areas such as, say, cardiovascular or 
pain and inflammation. "This adds tremendous 
value to our discovery programme,” says Sal- 
danha. Also, the target market for these drugs is 
often in the West, and companies prefer to work 


closely with regulators in those countries from 
the start. “It opens up communications with 
western regulators at an early stage,” he says. 

No doubt, allowing all sorts of drugs to be 
tested here first will speed up the process of cre- 
ating infrastructure and expertise to do them. 
"It is essential for CROs to have sufficient vol- 
umes so that they could ramp up infrastruc- 
ture,” says Saldanha. 

But this should go hand in hand with regula- 
tory oversight, say CROs themselves. “It is im- 
portant that the government be in a position to 
evaluate capability of CROs to do such trials, 
and not just give out blanket permissions,” says 
Veeda's Shah. Shah suggests for instance that 
experts can be hired as consultants by the gov- 
ernment to participate in such regulatory au- 
dits. Adds Bakhle, “Such units will have to be 
accredited by the government." Even the Indian 
Pharmaceutical Alliance, a leading Mumbai- 
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Process 







and the side effects associated 
with increasing doses 
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Phase 2: To gauge a drug's efficency 
in a disease and to see the common 
short-time side effects and risks 
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Phase 3: Study done on a large 
number of patients to assess the 
overall risk-benefit of the drug 


tm 


Phase 4: Post-marketing studies to 
get additional information on the 
drug's risk, benefit and optimal use 


*These are trials registerd on the US FDA's registry as of 30 September 2008 
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dustry will, or should, forget in a hurry. In March — ' 
2006, healthy volunteers who were dosed with 
this experimental medicine for the first time in a 
London hospital took violently ill almost as soon 
as they were given the drug. 

The drug, discovered by now bankrupt German ` 
firm TeGenero Immuno Therapeutics, and being - 
tested for the company by CRO Parexel was a bi- 
ologic indicated as a treatment for rheumatoid - 
e d NE It 

ye in given to human subjects for the first i 


PAREAEL 





. But minutes after being dosed, the 
co cose aloud mam io ree, cco E, 

action with one man's head swelling to several times its original size, 
causing some to use the term *elephant man' to describe his appear- 
ance. Another lost some fingers and toes to gangrene. Some may 
even have experienced lasting damage to their immune systems. An 
expert group that was set up to inquire into the trial offered 22 rec- 
smeeadations on making Phase- trials safer in a report submitted 





rolling more often than is medically prudent, 
just for the money. For, while subjects cannot be 
paid directly, companies can structure payment 
under heads such as ‘loss of wages’, ‘actuals for 
travel’, etc. A healthy volunteer can earn 
Rs 3,000-7,000 for even a simple bioequiva- 
lence trial in India. 


BLOOMBERG 


in December 2006. 


based grouping of home-grown drug compa- 
nies which suggests that Phase I units be ap- 
proved by the regulator for the purpose. 

But can India’s regulator keep pace? 


Pandora s Box? 

That is still moot. The DCGI has only recently 
begunauditing clinicaltrials, and relies heavily 
on ethics committees — either attached to hos- 
pitals or independent — to act as gatekeepers 
of trial volunteers’ safety. But studies have 
shown that these committees are often not 
equipped to do so. (See ‘Making the Grade’, 
BW, 16 November 2007). 

But there seems to be intent to change. DCGI 
Singh recently pushed through a proposal to 
beef up his office by inducting over a hundred 
staffers in a staggered manner by April next 
year, compared with 32 sanctioned posts not 
too long ago. Regulating clinical trials will be a 
top priority for many of these additional 
staffers, he says. The DCGI is collaborating with 
the US drugs regulator for training. “We are try- 
ing to put systems in place,” says Singh. “Trials 
are a sensitive and emotive matter, and the con- 
cerns about it are well-placed.” 

By December 2009, the DCGI expects to roll 
out a number of ambitious plans including a 
biometric fingerprinting programme that keeps 
track of healthy volunteers who participate in 
Phase I and bioequivalence trials. This pro- 
gramme would prevent volunteers from en- 


But in the past, too, intent in the Ministry of 
Health has not been matched by action. For in- 
stance, the Central Drug Authority Bill, which 
seeks to revolutionise the regulation of food, 
medicines and medical devices in the country, is 
yet to be tabled in Parliament a year after it was 
finalised. Similarly, a promising drug safety 
programme launched by the ministry in 2004 
has had its funding abruptly cut off. 

Human resource challenges in the drug in- 
dustry and its CRO partners are also a cause for 
concern. Poaching is rampant, and experienced 
executives are known to desert projects mid- 
way. “They are here today, and gone tomorrow,” 
says one CRO manager in Mumbai. 

What, then, is the hurry to push through 
first-in-human trials, wonder some. “It appears 
as if the regulator is under tremendous pressure 
from the drug industry and CROs,” says Amar 
Jesani, coordinator of Mumbai NGO Centre for 
Studies in Ethics and Rights. But Singh claims 
that he is “in no hurry”. If that be so, then let 
there be a public debate before finalising the 
draft rules, say activists. “The question is not 
whether the drug is Indian or western,” says 
New Delhi-based C. Sathyamala of NGO 
Medico-Friend Circle, also part of the discus- 
sions. “What is the medical and legal protection 
to the subject irrespective of who is doing the 
trial? What is the benefit to India? Those are 
the questions that need to be answered.” 

Well, the debate has already begun. 
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A Perception 


The secret 
of East 
Asian 
countries’ 
miraculous 
growth 


Of India 


by Ashok V. Desai 


JAPAN IS THE COUNTRY THAT HAS INVESTED MOST 
abroad, next only to the US. The world's most 
competitive producer of industrial goods for al- 
most 50 years, it ran huge payments surpluses 
and invested them all over the world. Its invest- 
ment played a large role in the transformation 
of Thailand and Malaysia into prosperous mid- 
dle-income countries. Vietnam is in the middle 
of the same Japan-led transformation. At the 
end of the war with the US 30 years ago, Viet- 
nam was dirt poor. Today, it looks like a rich 
cousin of India. 


^ 
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JAPAN'S POINTSMAN: 





Japan reached heights of prosperity in the 
1980s. But at about the same time, it started 
running short of investment opportunities 


within the country; that is when it started in- w 


vesting heavily abroad. Japanese companies 
have poured investment into every significant 
country in the world. But they have largely 
avoided India. After the reforms of the 1990s, 
India attracted much foreign investment, but 
Japans share in it was not large. I used to think 
this was a result of Japanese miscalculation. 
Some Japanese investments in Indian automo- 
bile units went sour in the 1980s. The news 
spread in Japan, and turned all Japanese com- 
panies away from India. 

That was my explanation for Japan’s lack of 
interest in India until I recently met Yasuo 
Hayashi, chairman of Japan External Trade Or- 
ganization (Jetro). I met him on his way to 
Mumbai, where he was going to open a second 
Jetro business support centre. I asked him a 
question: All the world’s major companies have 
been investing in India. Why not the Japanese? 
Have they not missed the bus? 
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Mr Hayashi said Japanese in- 
vestment in India was not so neg- 
ligible as I implied; Japan is the 
sixth largest foreign investor in 
India after Mauritius, the US, the 
UK, Singapore and the Nether- 
lands. It invested $512 million in 
2006 and $1,506 million in 2007. 


fresh investment, and exclude 

reinvestment by companies al- 

ready in India — for instance, the 

Rs 16,000 crore (almost $4 bil- 

lion) that Suzuki proposes to in- 

vest in India over three years. 
Over 80 per cent of Japanese 
. companies in India are making 
profits, and more than 90 per cent 
ect further growth. These fig- 
re the highest for any host 
ry in Asia; nowhere else are 
panese companies so opti- 
. Nearly 500 Japanese com- 
nies are operating in India, and 
the number has been increasing 
by 80-100 in the past three years. 
According to Jetro's annual sur- 
 vey of Japanese firms operating in 
Asean and South Asia, they con- 
sider India the most attractive 


Indo-Japanese trade too is grow- 
ing. It almost doubled to $10 bil- 
lion in the past three years, and 
Mr Hayashi expects it to touch 
$20 billion by 2010 — mostly Indian iron ore 
against Japanese machinery. And trade will act 
;, asanincentive for investment. 

But he agreed that India was not a prime des- 
tination of Japanese investment, like China. His 
explanation was that Japan is a major manufac- 
turing country, and so is China; India is not. 
Japanese and Chinese economies are comple- 
mentary in a way India's is not. India is not a 
part of the supply chains. What the East Asian 
countries did — Thailand, Malaysia, Vietnam, 
and most recently, China — was that they abol- 
ished trade barriers between Japan and them- 
selves: no tariffs, and minimum procedures. As 
a result, goods and components moved without 
obstruction between them and Japan. Japan, 
for instance, has free trade agreements with 

;. Asean and eight other countries. So parts of a 
product could be made anywhere, assembled 
anywhere else, and sold somewhere else. Thus, 
for instance, China would assemble an entire 

.. CNC lathe. The computer for it may come from 

_. Japan, the chips from Taiwan, and the box from 

. Vietnam. All would be flown to a Japanese joint 
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Indian statistics include only 


destination in the medium term. 


venture in Shanghai, and the lathe, once assem- 
bled and tested, may be exported to Mexico. 
The Japanese could produce each component 
where it was cheapest, and coordinate produc- 
tion in factories in different East Asian coun- 
tries as if they were one country. They could 
send technicians to any country on long-term, 
multiple-entry visas; there were no limits on 
the number they could send. That was what Mr 
Hayashi was talking about — that East Asian 
countries form a supply chain with Japan, and 
India does not. This is a kind of enormous free 
trade area which permits each country to max- 
imise economies of scale and to learn from oth- 
ers. Mr Hayashi did not say it in so many words, 
but it is the low costs due to cheap imports and 
easy access to neighbouring markets that have 
enabled East Asian countries to grow so much 
faster than India. Now Australia is being inte- 
grated into the East Asian supply chain. 

Japan would like India to become a part of 
the supply chain. The Indo-Japan Free Trade 
Area agreement is partly about that. Japan is 
saying: let our inputs in duty-free into India, 
and we will let in Indian pharmaceuticals and 
agricultural products, which are now barred by 
Japanese standards, otherwise known as’ 
non-tariff barriers. If the FTA were signed, 
Japanese car makers would be able to import 
parts into India duty-free; then they could 
produce vehicles in India cheaply enough to 
export. The Japan-Malaysia FTA, for example, 
aims to do something similar: it creates a 
market for Japanese auto components in 
Malaysia, in exchange for textile exports from 
Malaysia to Japan. 

Kamal Nath’s enduring refrain in the Doha 
Round has been that he would not sacrifice the 
poor Indian farmer in trade negotiations. He 
does not have to when it comes to Japan. Japan- 
ese agricultural products are so expensive that 
they cannot be exported; it would not ask India 
to open up its agricultural markets. So Japan is 
the only country with which he should have no 
difficulty in signing an agreement. But he has 
nevertheless tarried for three years. What is 
holding up the FTA? 

It is the products on which India is not pre- 
pared to give tariff concessions. In all the FTAs 
India has entered, it has inserted long lists of 
sensitive products on which it would not reduce 
tariffs for many years. These include products 
in which Japan is interested. Indian auto part 
makers are a strong lobby; they oppose the 
opening of the market to imported compo- 
nents. It is India’s protectionism that prevents it 
from emerging as an Asian tiger. 

I also asked Mr Hayashi about the use of In- 
dian brain power. The US has for many years 
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“Over 80 per cent of 
Japanese compa- 
nies in India are 


profitable, and 
more than 90 per 
cent have expan- 
sion plans. Japan- 
ese investment in 
India tripled in 
2006 and doubled 
again in 2007.” 
YASUO HAYASHI, 
chairman, Jetro 





















been very open to Indian intellectual workers, 
especially IT workers. As a result, it has at- 
tracted lakhs of them. In the 1990s, Indian IT 
firms came up and began to compete for the 
software engineers that American companies 
were luring away to the US West Coast; they of- 
fered those engineers jobs in India itself. In re- 
sponse, the American companies also came and 
set up affiliates in India. By now over a hundred 
MNCs have research centres in India. And not 
just research centres. Companies all over the 
world recognise India as the home of low-cost, 
high-quality educated workers, and come to In- 
dia to use them. Why has Japan lagged behind? 

To this, Mr Hayashi said that Suzuki and Nis- 
san have announced plans to set up R&D cen- 
tres in India. Toshiba, NTT, NEC and Fujitsu 
are sending young Japanese workers to their 
partner companies in India to train them in 
English and IT. But the Chinese learn Japanese 
in larger numbers, so more of them are used by 
Japanese companies. 

That answer also made me think. We are 
proud of our Anglophonicity and our connec- 
tion with the US. But there is a whole world out 
there which does not speak English. English is 
not the only language of scientists and engin- 

ners. It is possible to learn from any 
technologically advanced coun- 
try, and people can do so by 
learning its language. China 
sends thousands of young 
people to American uni- 
versities; but it does not 
confine itself to the 

Anglophone world. The 

Chinese also learn 

Japanese to access 

knowledge from Japan. 

Similarly, the Poles and 

Russians learn German 

to access German knowl- 
edge. Japan and Germany 
have not missed out on In- 
dian brains; they Just do 


international trade 


science and technology in their own language, 
and use the brains of nationalities that are pre- 
pared to learn their language. 

Not that Japanese companies avoid English 
altogether. Mr Hayashi said Japanese multina- 
tionals were international and used English; 
but Japanese small and medium enterprises 
were more comfortable with Japanese. They are 
the ones that are more comfortable with the 
Chinese and have gone and invested in China. 

Mr Hayashi mentioned the career develop- 
ment plan for Asian students run by the Japan- 
ese government. It runs courses which include 
lessons on Japanese language and business cul- 
ture. It offers career consultation, and provides 
placement opportunities. It hopes to reach a 
target of 30,000 students from all of Asean- 
South Asia in 2010, of whom perhaps 10,000 
may be from India. But this figure is dwarfed by 
the number of East Asians who know and learn 
Japanese. Some of them learnt Japanese be- 
cause they were employed by Japanese firms; 
others learnt it because Japanese firms were 
employing so many people in their countries. 

Japan was badly hit by the first oil crisis in the 
1970s. But it implemented a rigorous energy 
conservation programme. By 1980 it was the 
world’s most energy-efficient country — it pro- 
duced more dollars of GDP per joule of energy 
than any other country. Still, Japan has negligi- 
ble domestic energy resources and imports the 
bulk of its requirements; so it is highly vulnera- 
ble to oil prices. I asked Mr Hayashi how Japan 
had tackled the recent rises in oil prices. Being 
highly energy-efficient, Japan has less room to 
improve its efficiency; what did it do, when the 
new oil crisis struck? 

According to Mr Hayashi, Japan has been 
trying to replace oil, on which it was highly de- 
pendent before the first oil crisis, and 
economise on it; it has now brought down the 
share of oil in its energy consumption below 50 
per cent. It has instituted an award for Top Run- 
ners — companies that achieve the highest en- 
ergy efficiency. The award winners share their 
experience; other producers learn from them. 
Nissan and Toyota are pioneers in energy-effi- 
cient cars, and have gained market share in the 
US on that account. Japan is now a leader in en- 
ergy conservation policies, and would like to ex- 
port them, including to India. It will showcase 
its energy technologies in the 2009 Indian En- 
gineering Trade Fair in Bangalore next Febru- 
ary, where it is going to be the guest country. It 
will also set up an Indian Institute of Technol- 
ogy, which will act as a bridge between industry 
and academia in the two countries. 
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The final moments of the much-awaited NDTV PROFIT Business Leadership Awards 2008 
have arrived. An event synonymous with excellence and enterprise. The ceremony brings 
together the greatest constellation of corporate czars and salutes their spirit of entrepreneurship. 
It’s showtime, ladies and gentlemen! 


Exclusive telecast on NDTV PROFIT: 
Saturday, 11th October at 9 pm 
Sunday, 12th October at 2 pm 


Presented By In Association With Business Process Advis 
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Conference & Exhibition 





Come January 15, 2009, get 
connected to the who's who of 
ICT @ INFOCOM in Calcutta 





Theme: Innovate to integrate 


Exhibition at Salt Lake Stadium Grounds, Calcutta Conference at Hyatt Regency, Calcutta 
January 15-18, 2009 January 15-17, 2009 

Over 150,000 sa. ft. of exhibition space ‘20 sessions over 3 days on 2 parallel tracks 
Over 250 exhibitors Over 70 speakers 


To participate as a Sponsor/Exhibitor/Delegate wire up with us: 

Bangalore and Hyderabad: Amitava Sarkar +91 9742393255, Chandrashekhar Awaru +91 9902384937 

Calcutta: Arghya Mitra +91 9830403575, Chiranjib Bhattacharya +91 9831259143, Alokemoy Ghosh +91 9831019321 
Chennai: Rajiv Reddy +91 9841033442; Delhi: Bijeet Guha +91 9811241656; Mumbai: Bhaswati Ghosh +91 9819022145 
Pune: Clement Almeida +91 9821923988 

For more details on the event, log on to our website: www.indiainfocom.com or e-mail us: info@indiainfocom.com 
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AAVANI VAIDYA WATCHED HER DAUGHTER PRACTISE 
her karate moves in the local park. At 12, Aavani 
had learnt Bharatnatyam; at 12, Tara was learn- 
ing self-defence. Culture, beauty were not topi- 
cal in 21st century India, thought Aavani; today 
girls learnt self-defence. Her mind recalled 
the angry table thumping protest of Sana Puri, 
her sales person. What was it? An angry wom- 
anhood or was it an attacking, insensitive, disre- 
spectful world? 

Sana had been a kind of cold water douse 
turning the page to reveal the new definition of 
womanhood. Sana, 27, confident, brilliant, 
proud being a woman, and comfortable being 
one. Sana, assistant sales manager, was aggres- 
sive yet polite and always cordial. She used her 
anger constructively most of the time, but prone 
to error given her location on life’s learning 
curve. Sana had made her think... 

So had MD Randip Handa, albeit for differ- 
ent reasons. Ten days ago Aavani had handed in 
her resignation. And Handa had said simply, 
“There is no reason to quit. These things are 
managed slowly, gradually... stay calm, things 
can be resolved.” These words were telling, be- 
cause they told her nothing. Aavani had spent a 
challenging 45 minutes with him. This man, for 
whom she had poured out all her energy, enthu- 
siasm and courage, was sitting there mouthing 
words that did not make sense. And now Aavani 
wondered, why is it so rare to find a leader who 
is also a good human being? 

Crafters India had two distinct brands, a 
ready-to-eat ‘Mainly Indian’ headed by Aavani 
and dairy foods ‘Moo Cow’ headed by Karl 
Desai. Seven years ago, Aavani had helped 
Handa set up Crafters’ India office. From re- 
cruiting ground staff to floor plan, she had been 
involved in almost every aspect of the organisa- 
tion. Aavani enjoyed her role as the head of 
marketing. Yes, there were the problems of 
straddling workplace and child rearing. She 
was a de facto ‘single parent’; her husband 
Duleep had recently set up an investment com- 
pany, which kept him in a different orbit. Her 
appointment as marketing director came at a 
time when Duleep announced that he was going 
to have to spend three weeks every month in 
Kuala Lumpur. 

Aavani rejected the offer, nearly resigning, 





but her husband said, “Arre, don’t be a girl. Take 
it; if not later you will crib that you had to sacri- 
fice for the family!” 

It was difficult, to say the least. Tara and 
Saki were nice kids, but not picture-book kids. 
They bunked homework and spent a lot of time 
watching television. Tara slowly became disrup- 
tive in school. Aavani was getting called to 
school almost once a week; through all this, her 
husband was only able to make long distance 
sounds of sympathy and encouragement in no 
particular order. | 

Most of the time Aavani felt stressed and 
guilty, which found periodic relief in great brand 
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successes and international applause at work. 
But even these successes seemed illicit when she 
faced an angry principal, a taunting family 
member who had a better performing child (first 
in everything and a wallpaper of merit certifi- 
cates). The latter were always draining. 

Weekends were confrontations with the con- 
science; when she saw Saki’s science lab work, 
her heart skipped many beats. Tutors were ap- 
pointed, ‘Happy Meals’ bought and prayers 
chanted late into the night over the kids’ beds... 
but the resultant peace was ephemeral. When 
she expressed her fears, Duleep said, “Don't be 
silly, they are doing fine; they are like all kids 
these days. You are placing too much impor- 
tance on silly social convention. Ok, so Saki 
scores just 75 per cent and does not play tennis, 
but he is a good kid!” 

Weren't these forbearers of future perform- 
ance, wondered Aavani. Today, if she was pre- 
sented two different CVs of which one was high 
on academics, high on sports, music and extras, 
and the other a middling 75 per cent, no music, 
no hobbies, no sports... she knew where her 
choice would lie. 

Six months ago, Handa brought in a CEO be- 
tween himself and the two marketing heads; 
Ravish Dua, the new man was also younger 
than Karl and Aavani, and had no special claim 
to the CEO position, if you didn't count a slew of 
great organisations he had worked for, which 
cast an indelible halo around him. 

Various things changed — Handa became 
less available and more distant, while Ravish 
changed many rules and created new ones. Re- 
porting lines now ended with Ravish who also 
committed the terrible sin of dealing with peo- 
ple bypassing their bosses. Ravish also wanted 
to be on every group discussion, campaign 
briefing, sales plan; in short, he was dis- 
turbingly all-pervading. 

The other thing that many noticed was his 
style of talking. The senior team in particular. 
Like when he called Aavani to his room (did not 
ask her to sit), and in his half-supine posture, 
pen acting as a cigarette, he said, "Get me data 
for recreation habits among young families in 
SEC A and B"; Aavani was startled, she was not 
a trainee! But she made allowances for him, 
‘New, untested, rough around the edges... never 
been a leader before’, and bravely wearing a 
smile of ‘I am not paying attention to how inept 
and boorish you are’, she did not refuse him. 

But the episodes grew each day. It bothered 
many that Handa had chosen such a person. As 
Debu Datta, the chief of PR once exploded, 
“Have you seen his quote in the Economic 
Times? Who allowed him to make press state- 
ments?” In a bid to present himself as the man 
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to watch for, Ravish had indiscreetly boasted 
and then run down competition in unpleasant 
words. Conservative and cautious, Debu dis- , 
liked big talk. Yet, here was the new CEO who 
had undone his years of caution. Staffers at 
Crafters squirmed seeing this; they spoke 
amongst themselves, “Everyday he manages to 
be quoted. Is this what Handa wants?” 

Aavani could not place this man. Every time 
he spoke to her, she experienced a distinct dis- 
comfort. “Don’t know what it is, but he worries 
me,” she thought. Recently, Ravish had taken to 
asking for all kinds of data that had been tested 
and sealed, but which Ravish clucked away as 
half-baked. To Aavani, it seemed there was an 
undercurrent of sarcasm to put her down. 

And then one day, without a preamble, he told 
her, I am going to be working a lot on Mainly In- 
dian, this is the more important brand and I need 
to rework some of the strategy. Aavani was sur- 
prised. Derek Henderson (parent company brand ~ 
chief) hadn't told her anything, then what was all 
this about? To which his response was jarring, 
“Madam, welcome to India, please! Derek-Sherek 
and all that you can forget" What was going on? 

Ravish began asking for useless data analysis 
because he wanted to revisit the fundamentals 
behind the brand strategy. Through this, he 
kept sending out new pieces of analysis as 
though they were revelations to numerous peo- 
ple in the organisation in a bid to be seen as in- 
clusive. Karl was a recipient of this mail, when 
he had nothing to do with Mainly Indian. Soon 
followed another mail questioning the pricing, 
Are we a middle-class brand?' 

Aavani felt humiliated but she was not going 
to react. Karl said, “He is indulging himself. He 
is hinting that the previous strategy is wrong. ` 
What are you doing about this?" Unsure, | 
Aavani said, ^He has marked Handa on 
that mail too; the MD should intervene. Any- 
thing I say now will set into play a series of bad 
waves. I know what you mean, but this is a very 
crazy situation." 

Others in the organisation sent messages to 
Aavani, warning her to start a parallel commu- 
nication with her team if she did not want to 
start losing people. Karl had begun to get an- 
noyed, “What he is saying has already been tried 
and tested during the last 4-6 years, but he 
wants to show that it is new analysis, and that 
the messiah arriveth!" Aavani kept quiet, wait- 
ing for Handa to set this right. Karl said, “No, 
Handa is too gross to sense this. A man who has 
hired Ravish is not going to tell him to shut his 
trap. He just wants to make him feel good as the 
senior guy. Like a perquisite.” 

Aavani continued to feel unsure. Anything 
she said now would be turned into a gender 
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statement. Women this, and women that. Be- 
sides, Ravish was not commanding respect as a 


-boss would, instead he was competing with her. 


She was painfully aware of her popularity with 
the foreign parents and its impact on Ravish, 
who recently asked her to forward all interna- 
tional mails to him for information, a request 
she found very disturbing. 

The annual brand evaluation meet was held 
in India. Aavanis presentation and trou- 
bleshooting came in for praise; naturally, for the 
brand in India was a first-time complete locali- 
sation effort — something that had never been 
attempted anywhere else in the world. And even 
three years down the line, it was only growing. 
Later, over dinner as they stood in bunches re- 
calling, remembering, appreciating, Ravish 
said to Derek. "How can we not grow when we 
have a pretty marketing director?" Derek had 
frozen and turned away to greet someone else. 
Aavani felt a certain sickness deep within. 

Either he wants me out or he wants my job. He 
does not see the brand's success as a function of 
my ability. I can't fight back with someone who 
is resentful. It will just get silly, petty and child- 
ish. My name is very closely linked with the 
brand both in India and in the global market, 
and with the media. Finally, he will end up de- 
stroying the brand's goodness. 

But morale at Crafters was crumbling. Sana 
Puri, her assistant sales manager, ran into 
rough weather with Ravish choosing to ask her 
for reports and projections directly. Shredding 
her sales plan as juvenile, Ravish said, *We are 
not selling nail polish, please call Kapil and oth- 
ers, we will see what the men present." 

Humiliated and surprised, Sana forgot to 
react, hasty as she was to get out of the room. 
When she was out of hearing distance, in the 
lobby, Sana exploded into an angry and 
unpleasant description of the man to the 
dimly lit corridor walls. As her anger grew now, 
she pulled the outer office sofa out of its 
place and blocked the exit for Ravish. Then 
climbing over the sofa, she went up to the filing 
cabinet, picked up the huge flower vase on 
top and poured it out on the sofa. Then climb- 
ing over the sofa again, she walked away to her 
cabin. There, she called Aavani and said, 
"I want to talk to you, please can you come to 
my room?" 

Aavani was shocked to see Sana clutching her 
stomach and sobbing. Shutting the door she 
asked, "What happened?" Sana was breathless 
for sometime, then half sobbing, half gnashing 
her teeth to keep from yelling, she said, *I can- 
not work with that man; he is disgusting, he 
says anything that comes to his mind, I cannot 
stand this..." She went on to explain what had 
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transpired and said, “Look, this is not the first 
time. Several times in the past he has said 
downright demeaning, gender-attacking 
words. I let it pass thinking he was probably just 
a weird man. But today, what I heard was ha- 
tred... spite, meanness!” 

Aavani was thoughtful; dealing with this sit- 
uation was going to be tough. As a senior and a 
leader of her division, she had to exercise cau- 
tion, a neutrality, if not this issue had the ingre- 
dients to blow up into a serious, but pointless 
gender war. “What will be helpful to us right 
now Sana, is to not see it through the gender 
lenses even if it begs of us to do so. In my opin- 
ion, doing that would be falling into his trap” 

Sana was unrelenting. She said, “Yes, this is a 
gender war and I have no qualms calling it that, 
Aavani. I cannot be submissive and docile like 
you!” Aavani knew Sana was angry, so she said, 
“We are not going to be quiet, but we will talk 
about it and see how we must state our prob- 
lem. I think this is not a gender issue. There are 
no gender issues in life. There are only human 
issues. So, if you say anything in the heat of your 
anger, you are going to sound petty. And you 
don't want that.” 

Sanas fiancée, Som was naturally agitated. His 
sister, a senior HR person, said, “The guy should 
have had the bigness and wisdom to come in qui- 
etly, get people on his side and then build his rep- 
utation through bigger things. But he wants to 
play cowboys. Sana should take him on. Confront 
him, that is the only way.’ 

And Sana did just that. Ravish watched her 
intently with a huge smile, then stood up, folded 
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his hands in a namaste and said, “Maaf kare 
Durga ji! I didn't know you couldn't take a joke. 
C'mmon... We work together, ok? We are al- 
lowed to attack and defend..." Then thumping 
her on the shoulder he said, “I like your spirit! 
You will go a very long way!" Sana was rattled. 
She didn't know what to make of this. 

Clear in her mind that she was not making 
this a gender issue, Aavani told Ravish, "It will 
be efficient all round if we followed the organi- 
sation structure. Hence, it will be nice if you ask 
me, and I will send you the reports you need.” 

Immediately, in the wake of this, Aavani was 

called to school to meet Tara's counsellor. The 
pressure around her was already palpable; her 
brand manager was on leave, and a board pres- 
entation was due. There was barely any time left 
ofthe day when she returned at 2 p.m. from the 
school visit, having been told that Tara needed 
counselling support. Worse followed: Saki, her 
son called — he had had a series of unpleasant 
fights with his car pool boys, and the situation 
had turned rancid. She was assuring him she 
would get him off the car pool if he promised to 
not get involved any further, when Ravish 
walked in. 
. Ravish had known that she had been out at 
her daughter's school because she had told him 
so. Now this was another aspect that came in 
the way of her efficient working. She had to 
check with him before every sneeze and sniffle, 
mark him on every mail she ever wrote, and call 
him before she left for the day. Almost always 
the pattern was, she would call and say, 'Bye 
Ravish, I am leaving..' and he would say, ‘Sure, 
but say, can you pop your head in for a second 
on your way out, a little thing to be cleared...’ 
and then he would start an intense discussion 
on something totally inane and pointless. 

Karl had seen the writing on the wall much 
sooner and while he too had agreed he would 
call, he never did; and if Ravish asked, he would 
say, ‘I tried... your line was busy. But Ravish 
worked around this by calling him at 5 p.m. and 
telling him to see him at 6 p.m. Over the months, 
Ravish had become acutely insufferable. 

And now Ravish walked in and said, “So, 
where were you? Shopping is it?" Aavani cau- 
tioned herself. She replied, "Been to meet my 
child's school counsellor”. 

“Took very long...” 

“Two hours.” 

“You must do these over weekends...” 
“Sure, why not.” 

And then out of the blue, he said, “I want you 
to hand in the Orange Depot numbers by 
Thursday...” The OD report was not even due till 
next month. She said, “The development and fi- 
nance teams work on projections for warehous- 
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ing — not marketing,” But he said, “And that is 
where you are wrong... I will show you what 
marketing needs to be doing. You guys have < 
taken life very easy, projecting low targets and 
shirking mostly; let me work on the numbers.” 

What he said after that did not make sense at 
all. In fact, nothing made sense any more. Aa- 
vani felt something switch-off inside. Karl said, 
*He is out to prove that nothing has been going 
on at Crafters before he came. Actually, that is 
even getting on the MD's turf! Didn't you tell 
him that?" 

Aavani: It will seem impertinent. I told him I 
was in control of the situation, but he was not 
listening. He took off on me and said ‘I have 
been watching you — this is not a way to work...’ 

Karl: What?! What's with this chap? He said 
that? I would wring his neck. What did you say? 

Aavani: Well, I think I overdid it. I let him 
have it, lashed out real bad. Something I don't 
ever do and I said I was busy doing other stuff, 
which I was not going to stop for him. 

Karl: Very sophisticated, it won't work. With 
a boor, vou have to be a boor. Your problem is 
you don't know the difference! 

Two days after this event, Aavani assessed the 
situation. Something was not feeling right. 
When your colleague has a showdown with you, 
you need to sit and discuss and work at restor- 
ing amiability. Ravish continues to exist with 
that grin on his face, while I am agitated. 
What am I doing? Is Ravish Dua worth this? 
Tara is messing up, Saki needs me, CBSE is giv- 
ing him cramps, I am not at peace; it just does 
not make sense to work when the kids need me so 
badly, and I have a clot for a CEO who clearly 
wants my job. 

Mauled by various thoughts, Aavani handed 
in her resignation to Handa, “I cannot work 1 
with someone who is uncouth. He carries a lot 
of bad weight inside and he goes about unload- 
ing it on everyone. He could have my support, 
but he does not seem to have the maturity for 
basic decency.” 

Handa replied, “Just ignore all this... be calm. 
It will sort itself over time!” 

And Aavani was convinced she was quitting. 
She looked at Handa sadly and said, “You just 
stopped making sense Mr. Handa... I must go”. 
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Fight O 

Flight 
MANY CHANGES THAT HAPPEN ARE UNPLANNED. 
Many can be planned and then something un- 
expected happens. We often need to figure out 
how to adapt to the new situation. Not always 
an easy thing. It is not only the situation we 
need to comprehend, but also our own in- 
grained patterns of response and those of others 
that can pose a challenge. Let’s dive in and see 
this in more detail. 

A change takes place in the form of Dua being 
appointed CEO by Managing Director Handa. 
Obviously, such an action would be necessitated 
by some thought process, which we readers are 
not privy to. It also appears that the senior busi- 
ness heads have not been prepared. Fine. The 
point is change has happened as it often does 
without seeking our views, our buy in, our 
thoughts and so on. Having happened, it also 
looks as though the behaviour of the new CEO is 
highly abrasive and there is a clear threat that is 
perceived not only by Aavani but also several 
others, including Karl, the business head for the 
Moo Cow range, Sana, the young executive as 
well as Dutta, the PR head, among others. It ap- 
pears that gender is only one part of a larger in- 
terpersonal issue, based essentially on disre- 
spect. Many executives like Dua end up derailing 
their careers because of this kind of insensitive 
and demeaning behaviour. 

Threat is known to result in two very primal 
reactions: fight or flight. These reactions have 
been hard wired in us as a species over thou- 
sands of years. Fight is about engaging with the 
threat, facing it and fighting so that it stops ex- 
isting as a threat. One can clearly see Sana do- 
ing this. Flight, on the other hand, is about run- 
ning away, which perhaps many did do by 
simply resigning. Both are direct ways of deal- 
ing with the threat. 

Fine so far, but there is a third response to 
threat which is also very common and that is 
freezing. As the term suggests, in the face of 
threat one becomes unable to fight or flee. 
There is no getting away. One only hopes that 
something will simply take the threat away. We 
can clearly see Aavani freezing for a long time, 
unable to act decisively. Many explanations 
come up as logic for why not to act, keeping her 
cowering — “most of the time, Aavani felt 
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stressed out and guilty”. Not facing it squarely 
leads to the persistence of the problem. 

One can also see that the presence and behav- 
iour of the new CEO is not the only threat to her. 
Aavani is clearly fearing for her kids’ present and 
future. The school authorities, society, her rela- 
tives all lead to the weekends becoming “real 
confrontations with the conscience”. The threat 
is internalised — her conscience has clearly also 
become the battleground, and she is unable to 
decide what to do. This type of indecisiveness is 
the freezing response that keeps her stuck, nei- 
ther being able to take the issue one way or an- 
other. Undoubtedly, the dilemma is not an easy 
one to resolve, and perhaps there are many Aa- 
vanis who would feel similarly tortured and 
frozen. Clearly support to her is lacking and the 
whole burden of her and others’ expectations of 
her weigh heavily, making it more and more dif- 
ficult to be decisive. Only when the threat be- 
comes unbearable is she forced to take a stand. 
That is when she both fights and decides to flee 
as she has no other support. Even the managing 
director clearly does not see her sheer despera- 
tion, and seems to abdicate his responsibility re- 
sulting in her feeling compelled to leave. 

Supports that could help people like Aavani 
cope with these dilemmas are clearly lacking, 
which then intensify the ‘threat-freezing’ re- 
sponse. There is clearly a big opportunity here 
for leadership to face this kind of situation and 
seek ways of being able to help those with such 
dilemmas. The leadership at the level of the MD 
Handa was unable to provide support and help 
resolve this brewing conflict. Senior leadership 
needs to be aware of the bruising approach of 
some key people and address this issue directly. 
Otherwise, many end up leaving organisations 
because this aspect goes unrecognised by thosey 
who are in charge. This can be very costly at a 
time when getting good talent has become a 
huge challenge. 

However, it is not only about the support com- 
ing from outside, that is the leadership, but also 
the decisiveness and ‘fight’ that is often required 
in order to deal with the situation firmly. Here 
one is up against one’s own fears, apprehensions 
and assumptions that make it hard to be honest 
with oneself and take the bull by the horns. 
Many of us need to be able to trust ourselves and 
develop the courage to take others on. Passivity 
only embodies a hope that the threat will go 
away and the problem actually remains. 

Organisations need to embody in their basic 
outlook a fundamental belief in respect for peo- 
ple. This would also need to be followed up by 
creating spaces where such issues can be sur- 
faced and worked through in a way that all con- 
cerned learn from. 
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“GROW UP!" THOSE WOULD BE MY FIRST WORDS TO 
Aavani. While she's 42 years old, she seems not 
very different from her daughter Tara, who is 
12. And in fact, Tara may be stronger because 
she's learning karate! 

On a serious note, I’m surprised by Aavani's 
attitude towards work. She's obviously very 
good at her job, as evidenced by the brand 
successes she has architected. People at 
Crafter's US head office are openly appreciative 
of her work. But most people learn, soon after 
leaving business school, that survival and 
success in corporate life has much to do with 
factors other than the quality of one's work. 
While it is good to know how to make market- 
ing plans, or how to write a brand positioning 
statement, it is equally important to know how 
to deal with people. And this is where Aavani 
seems all at sea. 

The theory is that IQ takes you only so far. 
It is really EQ that takes you to the top. While 
EQ is normally understood to be the 
quality, which empowers us to deal with people 
and create positive relationships, it is equally 
necessary to successfully deal with negative 
relationships. 

And Aavani's entire situation is about a nega- 
tive relationship, and her utter and complete 
failure to deal with it. Ravish is a bad boss, pe- 
riod. While everybody can rave and rant that 
the problem lies with Ravish, the fact is Aavani 
is the one in trouble. She has multiple 
problems. She is confused about how to balance 
a career and parenthood. She has lost her 
energy and enthusiasm at work. She has lost 
confidence in her mentor Managing Director 
Randeep Handa. She has lost confidence in her- 
self. She may even have lost confidence in hu- 
manity itself (why is it so rare to find a leader 
who is also a good human being?). So, why is 
Aavani in such a mess? 

The reason for Aavani's distress is obvious, of 
course. Her boss Ravish is a bully. For reasons 
which we may never be clear about, Ravish de- 
cides to target Aavani. So, he does everything 
possible to emotionally assault her. He ques- 
tions her, mocks her, belittles her, circumvents 
her. Ravish is a very clever guy, although others 
may choose to believe he is a boor with no man- 
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ners. He uses premeditated tactics to control 
and subjugate Aavani. Clearly he enjoys 
Aavani’s distress; he loves watching her twist 
and squirm, helpless like a butterfly pinned on 
a board. His ultimate aim is to eliminate Aa- 
vani (in a rare lucid moment she realises that 
Ravish wants her job!). And the perfectness of 
his scheme is that he succeeds. A frustrated 
Aavani quits. 

The problem is Aavani has had a dream run 
so far. Setting up Crafters along with Handa 
must have felt like a start-up — lots of bon- 
homie and camaraderie. Ravish’s entry has 
brought her face-to-face with two ugly beasts 
— corporate politics and a bad boss. She 
doesn’t know it, but both these problems are 
very common. The single-most important rea- 
son why people quit their job is that they have a 
bad boss. And knowing how to deal with a 
difficult boss is part of the process of growing 
up. That’s why I started off by saying that 
Aavani needed to grow up. Here are some of 
the many things Aavani could have done to 
deal with Ravish: 

ll Avoid: Reduce her exposure and interaction 
with Ravish to the extent possible. Avoid him 
like the plague. Give him the least possible op- 
portunity to confront her. 

E Bypass: Don’t send him reports. Delay 
answering his e-mails. If he asks for data or 
analysis, take your own sweet time to revert. 
Basically silent tactics that Munnabhai's 
Gandhi would have applauded as a “silent 
satyagraha"! 

E Expose: Subtly send word to Crafter’s US 
people about the problems that Ravish is creat- 
ing. Not the behaviour with people, because 
HQ likes to depend on the MD to judge such 
things. But the fact that Ravish's strategy and 
actions would damage the brand. Or hurt the 
corporate reputation, and possibly, the share 
price. Or could lead to litigation. Basically, 
enroll Crafter's HQ as allies in the battle with 
Ravish. And make it a battle about issues, not 
about people. After all, if Aavani has strong 
support in the US, she should use it to 
strengthen her hand. 

ll Attack: On occasions when Ravish's behav- 
iour goes out of hand (like when he referred to 
her as a pretty marketing director), launch a 
frontal attack. No US company would tolerate 
sexist remarks or behaviour. 

What has done Aavani no good at all is her 
habit of (mentally or actually) wringing her 
hands. Of suffering silently. Turning the other 
cheek. In this case, the meek shall not 
inherit the earth. They shall be trampled 
upon, and finally be forced to quit. As Aavani 
Vaidya was. 
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Do you have it In you 
to rise to the challenge"? 


INFOCOM Future Leadership Awards (IFLA) will test the leadership quality of full-time 
post-graduate management students like you through a paper writing competition on 
the theme 'Innovate to Integrate'. Do you have what it takes to be a leader of tomorrow? 









Conference & Exhibition 






INFOCOM FUTURE 
LEADERSHIP AWARDS 


2) jetail 
Word count: 3000 words maximum 

Format: Word document 

Winners will be selected by an eminent panel of judges 
Last date of registration: October 15, 2008 

Last date of submission of paper: November 15, 2008 


To enroll for the IFLA 08-09 competition get in touch with us: 
Smita Kulshreshth, IFLA Co-ordinator 

email: smita.kulshreshth@abp.in 

Mobile: +91 9811417201 

For more details on IFLA 08-09 or to register online log on to: 
www.indiainfocom.com/2009/conference/ifla.htm 
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A place 
exclusively 
for the super- 
celebs, the 
Sunset 
Boulevard is 
indeed 
enchanting 


By Gurbir Singh 





IT IS A ROAD WHERE THE SUN NEVER SETS. NAMED, 
rather inappropriately, Sunset Boulevard, it is 
the road that some of the world's biggest movie 
stars — Tom Cruise, David Duchovny, George 
Clooney, to name a few — take to go to work. 
Sunset Boulevard — a long, winding 
thoroughfare beginning in downtown Los 
Angeles, near Olivera Street, and running for 
some 25 km westward till it touches the Pacific 
Ocean at Malibu — connects Hollywood and 
the Valley, where these billionaire heartthrobs 
work, to Beverly Hills, Bel-Air and Malibu, 
where they live. 

Immortalised by the 1950s superhit movie 
Sunset Boulevard starring William Holden and 
Gloria Swanson, the street also took 
centrestage in the popular 1960s television 
series 77 Sunset Strip. Apart from inspiring 
Andrew Lloyd Webber's 1993 musical version 
of Sunset Boulevard that had Glenn Close 
playing the lead character Norma Desmond, 


The Eagles' biggest-selling album, Hotel 


California, had Sunset Boulevard's Beverly 
Hills Hotel on its cover. 

In the morning, we — four scribes and a 
Disney executive — visited the Disney Studio 
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CELEB CLASS: 

Sunset Boulevard is 
the road the rich and 
the famous living in 
Beverly Hills and Bel- 
Air take to go and work 
in Hollywood. It is also 
a place where rock 
bands perform to get 
noticed one day 





in the suburb of Burbanks; and when bright 
lights washed the streets at night, we stalked 
the legendary boulevard. 

While every luxury brand worth its name is 
on Sunset Strip, the Boulevard is egalitarian 
too. On the one hand are classy lounge 
restaurants such as Sunset One and The 
Standard — where an evening out with your 
lady could make you lighter by $2,000 — 
which count only Academy Award nominees 
and other super-celebs among their patrons. 
In fact, at Sunset One, a resplendently lit fine 
dining place, tough, black-suited bouncers 
keep the crowds at bay. 

On the other hand, just a block or two west 
of Sunset One, guests spill into the street at 
the loud and risqué Red Rock pub, which 
offers great music besides quick and friendly 
service. The toilets, plastered with not-easy-to- 
forget ‘manhood’ jokes, are a riot. It is also 
possible to have a quiet evening at the 
Cacubana Italiano, a pretty pasta-and-beer 
eatery dishing out the best pizzas outside Italy. 
For $25 or thereabouts, you can dig into an 
impossible-to-finish 12-inch pan pizza. Or sit 
for hours on its kerb-side chairs, sipping a beer 
and watching the world go by. 

Perhaps fittingly, Sunset Boulevard is not 
just a path where the stars tread, it is also one 
that helps take the hopeful to stardom. Sunset 
Strip, a fashionable kilometre extending just 
10 blocks along West Hollywood, is one place 
where rock bands from big cities and small 


towns show off their music, hoping to get T | 
£ ë k eee, 
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noticed. Their goal is to play the Sunset's 
‘Circuit’ — the ‘Whiskey-A-Go-Go’ (from 
where The Doors and Guns ‘n Roses found 
stardom), the Roxy, and the Troubadour. On 
any given night, people line up to hear the 
good, the great and the not-so-great. Who 
knows what jewels might lurk within? 

There is also the Viper Room: its startling 
facade features reptiles but the Viper turns out 
to a good old rock ’n’ roll club. It can be either 
impossible to get into the place, or remarkably 
easy, depending on who is playing. There are 
live bands mixed with house/techno, and 
pop/rock. Drinks, though, are expensive. The 


` Standard is also a nice hangout; go early as it is 


often a difficult place to enter. And be warned 
— the check-in desk has a live girl naked in 
Plexiglas. 

Every few months, some celeb-related 
commotion catapults one or other place as the 
‘in’ spot on the Boulevard. While we were there, 
it was the very hip Balboa, which is also a great 
steakhouse. Right across is the Sky Bar, an 
elegant, outdoor bar with a spectacular view 
that sweeps from downtown LA to Century City 
to Santa Monica. It is difficult to get in, maybe 
because Cindy Crawford married its owner. 

We finally wind down at The Lounge, the pub 
ofthe Grafton Hotel, where we were put up. As 
the music wafted through the dim-lit décor, it was 
just the place to ruminate over those mysteries of 
the Sunset Boulevard we left undiscovered. 

The author was in Los Angeles at 
the invitation of Walt Disney 


yo — w 
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Lifestyle 


BUBBLY BREW 


WHAT WOULD YOU CALL BEER THAT HAS NO ALCOHOL? 
iT is called, ah, beer. Here’s why: because 
despite not having malt or hops, it still froths 
and spills like a normal pint. Japan’s Sangaria 
started its line of fake alcoholic drinks for kids 
called Kodomo no nomimono, literally meaning 
“drink for kids”. Ingenious? Well, yes, but 
perhaps not much to cheer about if you prefer 
your beer with alcohol. 

Happily, even traditional ‘alcoholic’ beer is 
getting a makeover of sorts in companies’ quest 
to retain your interest. Kilkenny’s Irish beer is 
odourless, 's Jacobsen is a range of 
speciality brews, Carlsberg Lite claims to have 
30 per cent fewer calories, Carlsberg Extra Cold 
is beer that is served at less than 4 degree 
Celcius, and the yet-to-be-launched Carlsberg 
Fresh will take the bitterness out of the normal 
pint. “Today, people want to have their drink, 
but also want to ensure it does not affect their 
health, thus the variants,” says Pradeep 
Gidwani, managing director of Carlsberg India. 

There is even flavoured beer. Germany’s Becks 
beer has a non-alcoholic range, in a choice of 
apple, ginger and orange flavours. It is, however, 
not available in India. 

In deciding on a beer, a good starting point is 
appearance. Hold it against the light and dis- 
cover your glass: a filtered beer is transparent; it 

is cloudy if not. A beer can be still, or lively, 
with swirling bubbles. While the 
Sisu a, trans-parent beer is lighter than 
~ the cloudy one, the bubblier the 
beer the fresher it is supposed to 
be. The choice is your’s! 









Janhavi Abhyankar 
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ART 


Virtual value 


CONTEMPORARY 
INDIAN art continues 
to race up the 
popularity charts in 
the international art 
market. At an online 
auction held over two 
days in September, 
Rs 29 crore ($7.2 
million) was raked in 
by the organisers, 
Mumbai-based 
Saffronart. 

The autumn 
edition of the online 
auction — Saffronart 
organises four 
editions annually, in 
March, June, 
September and 
December — saw 





paintings, sculp- 
tures, photographs 
and installations 
from 62 artists go 
under the hammer. 
More than 575 
registered bidders of 
Saffronart from more 
than 32 countries 
including from the 
US, the UK and India 
bid for the 130 art 
works up for grabs. 
When the dust 
settled, 104 pieces 


UP FOR GRABS: 
Suboth Gupta's Idol 
Thief I (top) and T.V. 
Santhosh's When Your 
Target Cries For Mercy 
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had been lapped up. 

Among the notable 
works, Subodh 
Guptas Idol Thief I 
saw the highest 
successful bid of Rs 
4.28 crore, and his 
Saat Samundra Par, 
Rs 3.4 crore. Another 
artist on a high was 
T.V. Santhosh, whose 
When Your Target 
Cries For Mercy went 
for Rs 2.8 crore 
($701,500). Anju 
Dodiya’s The Site, at 
Rs 1.06 crore, was the 
highest for her works, 
while Sudhir Patwar- 
dhans The Clearing 
netted Rs 93,15,000. 

Saffronart has seen 
its online auctions 
become increasingly 
popular since its 
inception in 2000. 
The two auctions, 
held in March and 
June this year, 
recorded sales of Rs 
27 crore and Rs 39 
crore, respectively. 
More importantly, 
the initiative has 
helped bring 
outstanding works of 
young artists into the 
limelight. 
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+ AUTOMOBILES 


Glose to perfect 


IT IS A DUSKY AUGUST 
evening, and as you 
race over the high- 
way, the darkness 
softly but swiftly 
envelops your car. 
Suddenly, without 
your doing anything, 
the headlights turn 
on. And as unexpect- 
ed raindrops patter 
down on the car, the 
headlights begin to 
be cleared of water by 
headlight washers. 

No, this is not a 
ghostly car in a 
horror movie. It is the 
Corolla Altis, the 10th 
generation of the 40- 
year-old brand from 
Toyota, which comes 
with a host of 
unusual features, 
such as sensors that 
turn on the head- 
lights when it gets 
dark, and headlight 
washers. Then, the 
inner rear-view 
mirror has an electro- 
chromatic layer that 
takes care of the 
blinding light from 
vehicles behind you. 

Besides being 
slightly bigger than 
earlier models, pack- 
ing the power of a 





SMART CAR: The 
Corolla Altis comes with 
many added innovations 


six-speed box, and 
promising reduced 
noise, vibration and 
harshness levels, the 
Corolla Altis has been 
improved by the 
addition of electric 
power steering, 
optitron combination 
meter, multi-infor- 
mation display and 
steering wheel with 
audio controls and 
MID switch, apart 
from new L-arm 
MacPherson 
suspensions. 
Launched in India 
on 5 September — 
almost a year after its 
worldwide launch — 
the Corolla Altis is 
priced between Rs 
10.83 lakh and Rs 
12.86 lakh (ex- 
showroom, Delhi), 
apt for those who 
want an alternative to 
the similarly priced 
Honda Civic and find 
the Camry (Rs 19.84 
to Rs 21.46 lakh ex- 
showroom, Delhi) too 
hot for their pockets. 
Pallavi Chakravorty 
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BON VIVANT 


Sea Horses 


THE HARVEST FESTIVAL, ONAM, IS OVER 
and so are the snake boat races in 
God's own country, Kerala, but the 
backwaters will be witness to 
another kind of yachting this 
November. 

Kochi will be the delight of boat- 
ing aficionados as it will host weary 
yachtsmen, who are sailing around 
the world, contending to be the 
champions of the : 
The land of boating traditions will be 
the stop over for seven top boat 
racing teams of the world. Each boat 
is owned by a corporate. 

BW caught up with the Ericsson 
Racing Team in Mumbai recently 
when its 70-ft boat was anchored in 
the city. The eight-member team 
says they have been employed by 
Ericsson for three years, only to 
compete in the tournament. The 
three-month race is a journey that 
spans all continents of the world. It 
begins from Alicante, Spain, and 
ends in St Petersburg, Russia. 

The beauty of the sport, the Volvo 
team says, is that it is not beautiful. 
“Life at sea is the most difficult. 
One’s spirit must endure its perils. It 
is no place to take it easy,” says a 
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team member. On an average, a 
yachtsman could burn up to 200 
calories an hour by just moving the 
winches to change the position of the 
Sails. The crew members work in 8- 
hour shifts as rest is one of the most 
important components to stay alive. 

“Yachting could pick up as a sport 
in India after it arrives in Kochi in 
the first week of November,” says 
Puja Choudhury, managing director 
of Infiniti Yachts in Mumbai. The 
racing feat, which takes place once 
in three years, began in 1973. And 
has since been a big hit with 
adventure sports lovers. 

Vishal Krishna 
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The Green Dragon 
team (top) ; Salma 
Hayek christening a 
yatch in Boston 
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At the moment, | am 
reading Why Pride 
Matters More Than 

Money: The Power of the 
World's Greatest 
Motivational Force by 
JON R. KATZENBACH. 

I enjoy reading a 

variety of books, which 
are either recommended 
by friends and 
colleagues or are 
picked up from 
bookstores across 
airports. Some of the 
other books on my 
reading list are Banker to 
the Poor hy Muhammad 
Yunus and Predictably 
Irrational by Dan Ariely. 





Why Consumers 





by rajeev dubey 


THE GAME CHANGER How EVERY LEADER 
CAN DRIVE EVERYDAY INNOVATION 

BY A.G. LAFLEY AND RAM CHARAN; CROWN 
BUSINESS; PAGES: 352; PRICE: $27.50 


THE GAME CHANGER IS AN AUTHENTIC ACCOUNT OF 
how Procter & Gamble (P&G) turned around 
through innovation, in the words of two of the 
three men who masterminded the strategy — 
P&G Chairman and CEO A.G. Lafley, and strat- 
egy consultant Ram Charan, co-author of 
Execution. The third being Gil Loyd, who Lafley 
aptly calls his “innovation partner”. The broad 
account of how they saw innovation is the usual, 
text-bookish stuff such as inspiring leadership, 
stretching goals, consistent and reliable sys- 
tems, and motivating purpose and values. 
However, the book does warm up to things 
more substantive. For instance, how Lafley re- 
sisted the temptation to get into a cost-slashing, 
restructuring drive — the type of actions any 
new CEO of a troubled organisation takes to 
prove he is doing something about his com- 
panys poor state. Instead, P&G took a long- 
term view by transforming itself from a ‘tech- 
nology-push’ model to a ‘customer-pull’ model. 
What P&G did or did not do is widely inter- 
spersed with heavy doses of oft-repeated and 
by-now-clichéd innovations by some of the 
other successful global organisations such as 
Nokia, GE, Apple, L'Oreal, 3M, Dell or H-P. 
While some of the examples are refreshing, the 
details about most others are less insightful and 
have been thrown around in the book to give it a 
sense of all-roundedness. Instead, they end up 


A.G. LAFLEY is chairman and CEO of Procter & 
Gamble (P&G). Since taking charge in 2000, when 
P&G was sinking under the weight of too many new 
products and organisational changes, Lafley has 
refocused on consumers, and rejuvenated the 
company's core businesses. 

RAM CHARAN is a highly acclaimed speaker and 
advisor. He is co-author of Execution, and author of 
What the CEO Wants You to Know and many other 
books. He has coached some of the world's most 
successful CEOs, and also helped many companies 
develop, shape and implement strategic directions. 


Matter More 


boring the reader, harassing him to search for 
how P&G turned around. But despite this, the 
book is worth reading simply because the infor- 
mation finally gleaned provides valuable in- 
sights into the behemoth that is P&G. 

Lafley and his team went about reviving P&G 
in the most methodical way. Instead of trying to 
understand consumers from their oral-care, 
hair-care or laundry requirements separately, 
the company started researching the household 
as a whole. With programmes such as ‘Living It’, 
P&G began shopping with its consumers, and 
began living with them in their homes. This in- 
timate understanding enabled the company to 
bring in innovations that otherwise would not 
have been possible. For instance, the Downy 
Single Rinse was a hugely successful product 
born from the understanding that most Mexi- 
can women used softener in their clothes. How- 
ever, shortage of water meant their six-step 
process of wash-rinse-rinse, add softener-rinse- 
rinse was not only time-consuming but strenu- 
ous. Downy Single Rinse reduced this process 
to just three process: wash-add softener-rinse. 

Another programme called "Working It' let 
P&G employees work behind the counter in 
small shops, giving them a peek into why shop- 
pers buy or do not buy a product. Around 70 per 
cent of all P&G executives went through at least 
a ‘Living It’ or ‘Working It’ experience. Take the 
case of Gillette, which was acquired by P&G in 
2005. When the company was set to roll out the 
three-blade razor Mach3, its researchers were 
focused on the three blades it had, but the mar- 
keters were not enthused. Project Manager 
Mary Pesce’s comment about the tussle be- 
tween the researchers and marketers sums it 
up: “The key moment was when we stopped ob- 
sessing over the technologies and thought 
about what it did.” Gillette's message to the po- 
tential buyer eventually was: the closest shave 
ever, with least irritation. 

As expected, Ram Charan’s association with 
the book has brought in a lot of examples from 
India into the book, such as Marico and the 
Nokia-HCL tie-up in India for distribution. But 
the most interesting is the one where Charan 
talks about himself and his family’s innovation 
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at their shoe shop in Hapur in Uttar Pradesh: 
how the family, which did not know the concept 
of a ‘brand’, innovated and launched a shoe 
called Mahaveer (named after a relative) which 
was aimed at the upper end of the trading 
community in Hapur, and how the product be- 
came the second-highest selling product in the 
city. And the money from this funded Charan’s 
education abroad. 

Here are some of the gems from the book 
that could set you thinking: “The CEO must 
also be the CIO — the chief innovation officer’; 
“Leaders of innovation dream differently, not 
just looking at the world as it is but what it can 
be”; “Several years ago, P&G realised that 
though it talked to a lot of people, it wasn't re- 
ally hearing them,” indicating how so often the 
goals of consumer research get overlooked. And 
there are many more. The only downside in The 
Game Changer is that the narrative drags ever 
so often in the book. It is a very, very slow read, 
largely because of a surfeit of management the- 
ories stuffed into the book. 


Making Of An 
Entrepreneur 


STAY HUNGRY STAY 
FOOLISH BY RASHMI 
BANSAL; IIM AHMEDABAD 
PUBLICATION; 

PAGES: 324; PRICE: Rs 125 





THE CURRENT US FINANCIAL CRISIS HAS MANY 
lessons to offer, especially for young B-school 
graduates. Most of them dream of joining a 
multinational company after graduation. Only a 
few dare to tread the unknown path of an ‘entre- 
preneur’. Some succeed and many fail — this is 
just how things work. Rashmi Bansal’s book is a 
compilation of stories of 25 successful entrepre- 
neurs who are alumni of the Indian Institute of 
Management, Ahmedabad (IIM-A). They over- 
came all kinds of challenges, including mental, fi- 
nancial, administrative, social and personal. 

Bansal, an IIM-A alumnus herself, captures 
these aspects in fine detail as she presents each 
case study. While each case is good individually, 
the author fails to stitch all the varied experi- 
ences together into one narrative. Nevertheless, 
Bansal does bring out the ‘matter of fact’ devel- 
opments with a lot of objectivity. Each case re- 
flects the seriousness of efforts made by these 
alumnus in meeting the challenges and fighting 
for their dream. 

Whether it is the story of R. Subramanian’s 





Subhiksha, Sunil Handa's Eklavya Education 
Foundation or Madan Mohanka’s Tega Indus- 
tries, the author has presented comprehen- 
sively the ingredients that go into the making of 
a successful business person. 

The case studies are a good mix of well- 
known personalities such as Shantanu Prakash 
of Educomp, Deep Kalra of Makemytrip.com 
and Sanjeev Bikchandani of Naukri.com, and 
others such as Anand Halve of Chlorophyll (a 


brand consultancy) and Vijay Mahajan’s Basix. . 


It is an interesting book, with the author man- 
aging to ‘just keep it simple’. 
M. Rajendran 


SELECTION 2 


Getaway 


THIS IS NO REGULAR TRAVE- 
logue. Unlike the works of 
travel writers such as Michael 
Palin, Paul Theroux, Pico Iyer 
and Nicholas Middleton, 
LOOKING BEYOND 
(HarperCollins) by the husband-and-wife team 
of Hugh and Colleen Gantzer does not offer a 
thick juicy narrative to sink our teeth into. 
What is on offer instead is bite-sized chapters of 
their various travels across the world. 

The chapters are pretty much in the vein of 
the series of half-hour episodes that they made 
for Indian television — short, easy to read, and 
over-before-you-know-it. While informative 
and mildly pleasing, the narratives — whether 
they are about Kapadokya in Turkey, the An- 
damans, Badrinath temples, Palampur and Goa 
in India or Interlaken in Switzerland — do leave 
you only vaguely acquainted with the place be- 
ing written about, despite their attention to a 
couple of details. 

But what is infectious is the excitement and 
passion that underlies the writing of the 
Gantzers. Talking about their experience, they 
say, "Your breath catches with excitement, the 
little hairs on your arms begin to rise in a frisson 
of amazement, your heart beats faster — all 
these are the effects of adrenaline, sharpening 
your reaction to a travel experience. And for 
them, travel writing "is the art of discovering the 
magic of ordinary persons, places and things". 

Looking Beyond is perfect for those who are 
looking to expand their horizons and undertake 
travels beyond their usual weekend getaways, 
but will leave the seasoned traveller or a keen 
sociologist wanting for more. Much more. 
Sumati Nagrath 
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ALERT 





THE 
IRREGULARS: 
ROALD DAHL AND 
THE BRITISH SPY 
RING IN WARTIME 
WASHINGTON 

BY JENNET CONANT 
SIMON & SCHUSTER 
Was the author of the 
much loved children's 
books Charlie and the 
Chocolate Factory and 
James and the Giant 
Peach really a British 
spy? A young 26-year-old 
Roald Dahl, Jennet Conant 
tells us, was indeed a 
secret agent of Her 
Majesty's Government 
and was sent to the 
British embassy in 
Washington DC with a 
mission to gather 
intelligence about the 
US's isolationist circles 
and influence American 
public opinion in favour 
of joining World War II. 
And while on his mission 
in 1942, he met and 
worked with David Ogilvy 
and lan Fleming, who 
would soon be famous in 
their own rights. The 
book takes us much 
beyond what is commonly 
known about Dahl. 
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A Global Central Ba 


The Indian 


government 
types never 
define goals or 
the logical path 
to them, and so 
never have to 
follow it. They 
are masters of 
inactivity 





PERCY MISTRY WAS BACK IN TOWN. THE TIMING was 
impeccable: just a week after the crisis erupted 
on Wall Street. The message was unchanged: 


make the rupee fully convertible by 2012. The 


question was obvious: are you trying to give us a 
taste of Wall Street crises? The answer was 
breezy: what is a 3 per cent fallin GDP once ina 
decade if it gives you 3 per cent more 
growth all the time? 

The answer would not convince 
the governor of Reserve Bank be- 
cause his reward is independent of 
growth. But if there was a financial 
crisis and growth went down from 
7 per cent to 4 per cent, he would be 
remembered as a disaster. The an- 
swer is also unlikely to convince the 
finance minister because he is encir- 
cled by bureaucrats whose mantra is 
stability. Growth is for the rich and 
the poor. The government is always 
in the middle; anything sensational 
is anathema to it. As Percy puts it, 
our approach to everything is med- 
dle and muddle but stay in the mid- 
dle. A memorable remark, and the 
meddlers will remember it. He may 
not care, but this government is unlikely to 
make him chairman of another committee, let 
alone give him a responsible assignment. 

But Mistry had a point that might make them 
think: that the reserves of $300 billion that the 
Reserve Bank has invested abroad to earn an 
average return of 3 per cent are an indication 
that the country could afford more investment 
and higher growth. Such a formulation would 
have been too bland for him; the way he put it 
was that 300 billion dollars of national assets 
are managed by maybe 14 guys who may not at 
all times know what they are doing. 

That was just an instance of a more general 
point Mistry made: that Indian government 
types never define goals, define the logical path 
to achieve them and follow it. They are masters 
of inactivity, and their rationale for it is always 
political compulsions. 

How did a man who holds such heretical 
views ever come to be appointed chairman of an 
official committee? He was characteristically 
indiscreet about that too. It was not the finance 
minister or Prime Minister who wanted him. It 
was the financial tycoons of Mumbai who felt 
that they were missing out on a huge opportu- 


SUBHABRATA DAS 


nity in international fina 
change control. They had 
and built those gleaming 
Bandra-Kurla complex, wl 
not attracting floods of in 
What had they done wron; 
what. But that made no diff 
in Delhi who decide the fat 
they prefer their controls t 
per cent on growth. 

Mistry also resolved the 
signing the report known a 
ing polite. Ajay Shah and 
most of the report; if he | 
would have been called th 
port. That could not be don 
best thing; he did not sign. | 
with the “personalisation”. 
this country, he is stuck wit) 

So he might as well sell i 
visit to India and a stray ne 
unlikely to sell it. He — or 
needs seriously to addres: 
possible to open the capit 
have an occasional meltd« 
Wall Street? His views on t 
sis were relevant: that tl 
printed far too much mone 
lators did not regulate th« 
The lesson he drew was th 
uidity needed to be intern: 
was going to be an interna 
the dollar, its supply could 
tional authority like the Fe 
Federal Reserve acted 
brought the entire world fir 
brink. But it was not alone. 
the dollar brought forth th 
dollars such as the Euro-do 

So Mistry is right about t 
tional regulation of currenc 
happen soon. Central ban 
lot; they meet in luxurious r 
three times a year and co 
chummy; when the dollar ; 
chairman of Federal Reser 
in signing up credit lines c 
from his colleagues in Franl 
could he ever agree to thei 
their money supply? US Cc 
allow that. We must just acc 
elephant has come to stay i1 
furniture will be broken om 
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Official apathy is 


gutting India's _ » 
healthcare system, | 


making every visit 
to the hospital a ` 
dangerous roll ` 
of the dices 
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The financial 
crisis spreads 
eastwards 
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When there is no option for others to win, 
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Sickening Bust 


Lethargy 


TO MANY IT SEEMED 
funny and fitting that 
Wall Street’s Mar- 
quises of Mammon 
were brought down 
by woolly regulation. 
But the demise of 
Wall Street also holds 
a lesson — no indus- 
try can function 
without an adequate 
policy and regulatory 
framework. Unfortu- 
nately, this is a lesson 
India’s health ministry isn’t learn- 
ing, and the fallout is devastating 
far more lives than the collapse of 
Wall Street. 

India has just 1.5 hospital beds 
per 1,000 people, but that is only 
an estimate. In truth, our govern- 
ment has no clue as to how many 
hospitals India has, because India 
has no rules defining what a hospi- 
tal is. Our fastidious babus keep 
changing the definition of a ‘small 
car’ by inches every year, but they 
haven't had the time to set any 
standards, regulations, rules or 
policies to govern healthcare. In 
many states, hospitals are being 
regulated by the same rules as 
grocery shops! 

Countless committed doctors 
and healthcare workers struggle 
every day against these realities to 
provide people with good care. But 
it is a losing battle. With India now 
having more poor people than it did 
in 1980, the government has given 





up on the idea of 
public healthcare. 
New Delhi spends 
Rs 1,05,600 crore, or 
14.06 per cent of its 
budget, on defence, 
but just Rs 16,534 
crore on health. It 
seems our govern- 
ment is determined 
to protect us from 
foreign bullets but 
not foreign viruses. 

Instead, New 
Delhi is trying to pass that burden 
on to businessmen and philanthro- 
pists. It has made it much easier for 
the private sector to set up and run 
hospitals. But in the absence of 
rules, healthcare is turning into the 
favoured destination of fly-by- 
night operators. They sell substan- 
dard care at inflated prices, know- 
ing medical malpractice is virtually 
unpunishable in India. | 

The worsening delivery of care is 
casting a shadow over the much- 
celebrated idea of healthcare 
tourism and the mushrooming pri- 
vate hospital industry. Economists 
estimate Indias poor healthcare 
costs 1 per cent of the GDP. The 
human cost is incalculable and ris- 
ing as India is facing increases in 
every health problem, from com- 
mon cold to cancer. Unless voters 
make healthcare a key election 
issue, as voters do in the US, the 
fate of most Indian patients will 
restin Gods hands. 
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x ZA hEH your comments 


Capitalism Under Scanner 


Bankruptcies of top mortgage and investment banks in the 
US came as a shock to the global financial system and jolted 
the world’s faith in efficacy of capitalism (Capitalisms 
Crisis, BW, 13 October 2008). The fallout is apparent in the 
stockmarkets. Governments around the world need to take 
a serious look at the way their financial institutions are 
managed, and introduce necessary regulations. Bad lending 
policies need to be tightened with effective banking 
standards. The only positive in this ugly drama of 
capitalism is that the impurities in the financial system have 
been flushed out. Whether the Indian financial system can 
suffer a similar fate in future is hard to speculate on, but 
there is a lot to learn from the current US financial crisis. 
One can surely learn from others’ mistakes. 


Sudhakar, on email 


farming is done in the country (‘Seeding A . 


The Central government's decision to allow Success Story, BW, 6 October 2008). Supply 
Indian media companies to launch magazines chain integration and contract farming is the 
with foreign titles is a welcome move (Making way to go. Such business models can help 
Headlines, BW, 6 October 2008). Besides beleaguered farmers — providing them a 
offering a new market to international reliable and consistent source of employment. 
magazines, it will give foreign companies — It will also boost India's languishing agri 

who are increasingly targeting Indian sector, which is seeing an exodus from 
consumers — more options to advertise their farming towards other opportunities such 
products and services. Indian readers, on the as construction and manufacturing. 

other hand, will have more magazines to Integration of supply channels will definitely 


choose from and an easy 


access to lead to rationalisation of prices in the long 


international content. Hopefully, the new step run. It will also lead to improvement in the 
will encourage more joint ventures in the quality of agricultural produce for the end 
media space and will not be confined to users. Farmers will be able to get the right 


magazines only. 


price for their produce through contract 


Vishesh Sharma, on email farming — more than what they usually get 


Showing The Way 


from selling their produce at a local mandis, 
which are not regulated. 


Jain Irrigation and K.S. Oils are the kind of Rajender Chugh, Noida 
companies that can revolutionise the way 





isl corporate 


Reliance 2x 


hy Rajeev Osbey 





Exemplary Leadership 
comes cmm | The whole nation should be grateful to RIL 
ap rne === === = Chairman Mukesh Ambani for the fantastic 


progress his company has made in producing 
hydrocarbons in India (Reliance 2x, BW, 6 
October 2008). RIL's KG Basin project can 
ensure gas supply at affordable prices, and the 
government should facilitate it. Ambani's new 
venture is going to save India billions of 
dollars in import expenditure. 

K.S. Krishnamurthy, Bangalore 


a 


Letters may have been edited for brevity. 
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Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 


Make it happen aK RBS 


The Royal Bank of Scotland Group 





usinessworld 





The state of India's healthcare 
legislation, and its implemen- 
tation, presents a sorry pic- 
ture of ignorance, chaos and, 
at times, criminal negligence. 


ON POINT 
IO Sinister Motives 


Shrewd politics is behind the gruesome 
violence against Christians in Orissa. 


11 Mark-To-Market 
The US bailout legislation allows SEC to 
suspend mark-to-market. 


14 ANew Model 


Foreign pharma firms are forming joint 


ventures to outsource their work to India. 


16 Sellers' Game 


Are Ranbaxy's promoters set to seal the 
Daiichi deal at a lower price? 


18 FIANGHETTO 


The week's strategic corporate moves. 
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TRIBHUWAN SHARMA 


20 QUICK TAKE 
Should temple boards be held liable for 
accidents that happen during darshans? 


IN THE NEWS 
24 No Short Cut 


Despite continued stockmarket decline, 
Sebi stops short of banning short sales. 
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IN VOGUE 


68 Pure Celebrations 


Durga puja organisers are now taking care 
to minimise damage to environment. 





70 : Pet Peeves 
Despite their 'deadliest-dog tag, 
Rottweilers are popular pets in India. | 
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BA Clean Investments E 
Telcos are switchingtorenewableenergy ^ ș 
|. sources and better equipment t to cut costs. 


- 58 Chipping In de . 
E x z Chip innovation is boosting the grow wt 101 
_ (B m the medical equipment industry. 
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T 62 Skin(novation) s 
z Artificial skin crafted by Delhi scientists 
could pr ovide affordable burn treatment. 
Í oe X I m fin inancia jal contagion has spread to 
ex m Europe. Markets around the world are 
TEE tanki ing. How much worse can it get? 
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CURRENT AFFAIRS 


Violent Motives 


Shrewd 
politics is 
behind the 
gruesome 
violence 
in Orissa 


THE AFTERMATH: 
Christians have been 
under attack in Orissa 








THE VIOLENCE CON- 
suming Orissa is be- 
ing explained by the 
Sangh Parivar's Baj- 
rang Dal as public 
anger over the con- 
version of tribals to 
Christianity. But curi- 
ously, the Parivar, like 
Christian evangelists, 
is also running sev- 
eral schools in Orissa 
aimed at converting 
tribals, who mostly 
follow animistic be- 
liefs, to mainstream 
Vedic Hinduism. 

The idea is to weld 
tribals, Dalits and 
other castes into one 


large 'Hindu' vote 
bloc, something 
Christian missionar- 
ies stand in the way 
of. With elections 
looming, it could have 
been expected that 
the Parivar would re- 
sort to violence. 
Orissa is the second 
state the Parivar is 
determined to turn 
into a 'Hindu' bas- 
tion. The first was 
Gujarat, where the 
Parivar stoked anti- 
Muslim sentiments 
to crystalise the 
'Hindu' vote, which 
was earlier split along 


caste and tribal lines. 
Here, too, the Parivar 
runs schools that 
convert tribals and 
Dalits to Vedic 
Hinduism to bolster 
its support base. 

The Parivar says its 
conversions are pre- 
ferred to Christian 
conversions, as the 
latter is foreign and 
people should stick to 
indigenous faiths. But 
the Parivar sees no 
fault in the spread of 
Hinduism and Bud- 
dhism across Asia. 

Other Parivar 
members insist trib- 


als are "lost Hindus" 
— despite the caste 
system declaring 
them “untouchable”. 
Such absorptive 
tendencies even lead 
the Parivar to insist 
Sikhism, Buddhism 
and Jainism are not 
separate religions, 
merely Hindu sects. 

This means a 
Japanese Buddhist is 
really a Hindu. This is 
about as far as anyone 
has ever gone in 
twisting religion and 
identity for political 
purposes. 

Team BW 


billion. The amount the British government will spend to spy on emails and telephone calls. 
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ECONOMY 


"People say I speak too simply... Idont 


have my thesaurus in my back pocket.” 


Market Value 


The bailout 
legislation 
allows SEC to 
suspend 
mark-to- 
market 


FAIR VALUE: SEC is to 
submit a study on the 
veracity of mark-to- 
market in three months 


^ FACTORY GAUGE FALLS 


THINK OF IT LIKE THE 
‘curb value’ of your 
house: if it is in a 
clean area, well-kept 
environs and in a safe 
neighbourhood, 
chances are its rental 
or sale value is high. 
But if your neighbour 
insists on throwing 
garbage onto the 
street, or keeping his 
yard filthy, the value 
of your house is likely 
to deteriorate as well. 
That is how mark- 
to-market (MTM) 
accounting — an 
accepted practice to 
determine financial 
health — is credited 
with driving down 
values of even the 
healthiest financial 


institutions in the US. 


Now, the bailout 


Manufacturing in the US contracted 
signalling the credit crisis is spreading. 


ISM Manufacturing Index 


^00 '01 '02 '03 
Source: Institute for Supply Management 
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The new Pakistani 
President, Asif Ali 
Zardari — who 
many observers 
legislation gives the banks write down have thought to be 
US Securities Excha- more than what may naive — doesn't 
nge Commission be required. Oppo- fight shy of contro- 
(SEC) the power to nents, however, argue versies. In one 
suspend the MTM ac- that this gives banks sweep, he has tur- 
counting "consistent more discretion in ned Pakistan's de- 
with the protection of valuing assets just cades-old foreign 
investors. Markingto because they dont policy on its head 
market forced institu- like what the market by declaring that 
tions to recapitalise is saying. the militants fight- 
after having written The SEC, the Fed- ing in the disputed 
down billions of eral Reserve Board Kashmir are terror- 
dollars of assets. and the US Treasury ists and not free- 
Proponents of the will come up with a dom fighters. 
move say that this study on MTM in 90 Predictably, there 
does not reflect the days. Till then, they have been protests 
fair value ofthe assets will be marking time. in Pakistan. 
because fear makes Srikanth Srinivas 
DEMAND ) FOR CERTIFIED EMI isole ug askna édition process. 
reductions (CER) is growing. This CantorCO2e's online auction was 
is evident in the demand-supply — an! anonymous process, where 
CERs conducted by CantorCO2e, ^ for2,55,592 CERs generated by 
a US-based environmental and two biomass projects in Chile. 
Ram Babu, the company's factors are likely to boost CER 
India head, says that demand ^ price — which was €19 at 
. during the auction was six times CantorC02e’s online auction — 
_ the available number of CERs. further in the future. 
. With the EU becoming stricter on | CantorCO2e's next online 
"t unexpected. projects in Mawiabas could prove ` 
: ‘One CER certifies that 1 tonne DAN MEA CE 
SEMI IER COE I UNA Pierre Mario Fitter 
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TENSION ON 
HIGH SEAS 


Somalian pirates 
have taken over the 
Ukrainian ship 

MV Faina off 
Somalia’s coast for 
the past few days, 
demanding a 
ransom of $20 
million. In the 
picture, the 21 
crew members 
stand on the deck 
following a US 
Navy request 

to check on 

their health and 
welfare on 

5 October 2008. 


PHARMACEUTICALS 


New Model 


MNCs are 
now using 
joint ventures 
to outsource 
their work 

to India 





EVEN THOUGH OUT- 
sourcing of research 
to India by pharmace- 
utical companies is 
gaining steam, MNCs 
are still looking for an 
optimal business mo- 
del. They are toying 
with different 
business models to 
outsource their 


research work. 


BLOOMBERG 
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Last week, US 
pharma major Eli 
Lilly announced a 
50:50 joint venture 
with Noida-based 
Jubilant Organosys to 
develop new mole- 
cules from Eli Lilly 
and Jubilant’s port- 
folio (from pre- 
clinical studies to 
phase II trials). This 
joint venture model is 
the newest outsour- 
cing model in vogue. 

In the past, MNCs 
such as the UK's 
GlaxoSmithKline and 
US-based Bristol- 
Myers Squibb have 
outsourced research 
to Indian pharma 
companies such as 
Ranbaxy and Biocon. 
But if successful, the 
joint venture model 
could be adopted by 
more companies. 

Noemie Bisserbe 





EYE ON EUROPE 





Merkel’s Panacea 


EVEN AS THE MASSIVE US BAILOUT PACKAGE 
did little to calm investor nerves, German 
Chancellor Angela Merkel has floated an 
umbrella scheme to shield all private 
banks in the country from market 
turmoil. The move came after the leaders 
of France, Germany, Britain and Italy 
pledged to step up coordination on 
tackling the financial crisis, but stopped 
short of agreeing to a joint bailout fund 
for European banks. 


At least 25 per cent of the world’s mammal species are at the risk of extinction, according to the 
latest Red List of Threatened Species by International Union for the Conservation of Nature. 
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In uncertain market conditions, you are bombarded by 
conflicting advice and a plethora of financial options. 
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MEDIA 


BETTER LATE THAN... 


d TU LEA Bra LESE isd} Rute 


THE SETTING UP OF THE 


News Broadcasting 


Standards (Disputes ` 
Redressal) Authority — 


is good news for cha- 


nnels that have long — — 


been on the firing 


line. Live India chan- 


nel, for example, 


which botched-up a 


sting operation port- 
raying a school tea- 
cher as a pimp, was 
banned by the Infor- 
mation & Broadcas- 


ting (I&B) ministry for 


two months. 
. With the new au- 
thority in place, dam- 


aging and sensational | 


coverage is likely to 
be stemmed internal- 


Are the 
Singhs set to 
seal the 
Daiichi deal 
at a lower 
price? 


IN A FIX: 

Malvinder Singh, 
managing director and 
CEO of Ranbaxy 
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_ ly rather than through 
- punitive action by the 


1&B ministry. This is 
the way the govern- 
ment and industry 
players have wanted 


it for some time now. 


The new authority is 


a voluntary body and 
Will have the powers 


THE UNION CABINET 


has cleared the sale of 


Gurgaon-based Ran- 
baxy Laboratories to 
Japan's Daiichi San- 
kyo for $4.8 billion. 
Daiichi's open offer to 
Ranbaxy's minority 
shareholders has also 
recently concluded. 
But when and how 
will the promoters — 
the Singh family — 
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to recommend action 
against erring chan- 
nels to the ministry. 


This is a first step 


. towards self-regula- 
tion by the broadcast- 
ing fraternity. But it 
remains to be seen if. 
the experiment works. 


 &urbir Singh 
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sell its 35 per cent 
stake? Media reports 
say the Singhs would 
have liked to sell their 
stake to Daiichi 


AMIT VERMA 


through a block deal 
on the stockmarket. 
This would mean no 
capital gains tax as 
the long-term capital 
gains tax is zero. 

However, by law 
the price at which a 
block deal is executed 
has to be just 1 per 
cent less than the 
ruling market price 
or 1 per cent more 
than the previous 
days close. 

A spate of bad 
news about troubles 
with the drugs regul- 


Ewe 


1 Oe so 


ator in the US, its lar- 
gest market, has kno- 
cked the Ranbaxy 
share price down to 
Rs 263 at the time of 
writing from Rs 560 
on 11 June — far be- 
low Daiichi's offer 
price of Rs 737 a 
share. 

Will the Singhs 
hold out until the 
price recovers subs- 
tantially? A Ranbaxy 
spokesperson says the 
Singh family has not 
publicly commented 
on how they would go 
about the sale. 

The promoters 
have till March 2009 
to complete the deal 
but it will happen 
well before that, says 
the spokersperson. 

Gauri Kamath 
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Advantage Canada 
Tata Steel Global 
Minerals Singapore, a 
subsidiary of Tata 
Steel, has acquired a 
19.9 per cent stake in 
Canadian miner New 
Millennium Capital 
Corporation for $22 
million. Thanks to 
Canada’s geogra- 
phical proximity, it 
makes sense to 
source raw materials 
for Tata Steel’s Euro- 
pean operations, says 
B. Muthuraman, 
managing director of 
Tata Steel. 
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Rescuing Lehman 
Japanese financial 
services major 
Nomura is acquiring 
Lehman Brothers’ 
India operations. As 
part of the deal, 
Nomura will acquire 
Lehman Brothers 
Services India, Leh- 
man Brothers Finan- 
cial Services (India) 
and Lehman Broth- 
ers Structured Fina- 
nce Services. The buy 
out will add about 
3,000 employees, 
including 1,200 IT 
professionals, to 
Nomura’s global 
network. 


Rising to the 
occasion 

The government 

of Netherlands is 
nationalising the 
Dutch operations of 
embattled Belgian- 
Dutch banking group 
Fortis by pumping 
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in as much as $15 
billion. The move 
includes the Dutch 
activities of ABN 
Amro bank, which 
Fortis bought with 
two partner banks in 
October 2007 for 
$126 billion. 


Unlocking value 
New Delhi Television 
(NDTV) is bifurca- 
ting its news and 
entertainment bu- 
siness into two 
separate divisions. 
While the Bombay 


—— me 


Stock Exchange 
(BSE)- and National 
Stock Exchange 
(NSE)-listed NDTV 
will engage in 
entertainment and 
other non-news 
businesses, a new 
company will be set 
up for the news 
business. The aim of 
the demerger is to 
unlock shareholder 
value as well as 
provide increased 
choice and flexibility 
to shareholders, the 
company said in a 


statement. After the 
demerger, NDTV will 
continue to remain 
listed on the BSE and 
the NSE. 


ADB to tap tourism 
The Asian Develo- 
pment Bank (ADB) is 
investing $90 million 
in tourism-related 
infrastructure in 
Himachal Pradesh. 
The bank has also 
agreed to build 
tourism infrastruc- 
ture and restoration 
and conservation of 
heritage properties. 
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Human capital will collectively have of its commodities 
Capita India, a sub- an annual tea business as well as its 
sidiary of the UK’s production of 80 involvement in 

` largest BPO firm Ca- million kg. proprietary trading. 
pita, plans to add In effect, the move 
about 1,000 emplo- Buying advice will mean a further 
yees over the next New Jersey-based slashing down of at 
year. This is part of Monster Venture least 2,000 jobs or 
an ongoing initiative Partners has acquired 2.5 percentofUBSs = 
taken by the comp- a controlling stake in total workforce of 2 

online advice website 80,000. The troubled @ 


any to move work 
offshore. “We are loo- 


BitWine Inc. for an 





bank had already 





king at a few global Acquiring to grow undisclosed sum. announced 7,000 job Nuclear foray 
deals or contracts, in Borelli Tea Holdings, cuts after losing Ahmedabad-based 
which the India cen- a subsidiary of the UBS cuts itself about $42 billion in diversified business 
tre is also a part, says Brij Mohan Khaitan down to size the wake of the group, Adani Group, 
Paul Pindar, CEO of ^ group-controlled tea > Swiss Bank UBS is subprime loans is foraying into the 
Capita Group. planter McLeod shutting down most debacle in the US. nuclear power 
Russel India (MRIL), arena. The Gautam 
ONGC’s exploration is acquiring Vietna- Adani-led company 
« State-owned Oil & mese company Phu is recruiting a team 
Natural Gas Ben Tea Company for of nuclear power 
Corporation (ONGC) $2 million. The move experts to plan 
has announced thatit isin line with the project proposals. 
will explore for groups strategy to Tata Power and 
. uranium in Gujarat. consolidate its bulk L&T are the other 
The exploration will tea business through private companies, 
be done in colla- mergers and which have 


boration with the 
Uranium Corpo- 
ration of India. 


acquisitions. Post 
acquisition, MRIL 
and its subsidiaries 
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announced plans 
for the nuclear power 
sector. 
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Should temple boards be held liable for 


accidents that take place during darshans? ` 


We asked... N.V. Ramamurthy, secretary general, Indian Society for Clinical Research; Sunil Sapra, country manager, 
India and Saare, Watchguard Technologies; Naresh Varshney, national head (mutual funds), Unicon Financial Intermediaries; 
Sensei Rajeev Sinha, president, Traditional Karate Federation of India; Amit Azad, director, Azad Financial Services; Mohan 
Rajan, CEO, Paradigm Shift; Tuhin Abhyankar, analyst, Accenture, Australia; Rahul Chhaparwal, senior analyst, Crisil; Vishal 
Bali, CEO, Wockhardt Hospitals; Ankur Bhatia, executive director, Bird Group; Ashish Kaul, COO, BAG Films 





b6 The government should set Su Temple boards are ç$ Stampedes and accidents on 
up state-level temple management synonymous with mismanagement festive occasions have become the 
authorities under whose and local politics. They serve norm rather than the exception. 
jurisdiction all temple as a tool for furthering the And temple boards through their 
boards and trusts of that state personal interests and agendas of negligence are directly responsible 
should function. 59 few people. 4% for this. g 
Amit Azad, director, R. Sinha, president, Traditional Sunil Sapra, country manager, India . 
Azad Financial Services Karate Federation of India & Saarc, Watchguard Technologies 


YES BECAUSE: Stampedes at religious sites have become tragically common. Pilgrims 


make their way to these events out of devotion, expecting blessings and good fortune. Instead, they are 
Yes rewarded with distressingly long lines and poor crowd control. Sometimes, this chaos leads to hundreds 
of deaths, as was the case in the recent stampede in Jodhpur that killed 147 people. Today’s temple 
O boards are highly politicised bodies. Most are used as tools for furthering the personal interests of their 
g O Yo members. This results in infighting for power (and sometimes, money) while the primary duty of the 


board, that is to maintain the temple and look after the interests of the devotees, becomes secondary. 
This has resulted in rising numbers of accidents at places of worship. 


MAYBE BECAUSE: India’s two largest and richest temple boards — Tirupati and Mata 


Vaishno Devi — have an enviable safety record, especially considering the number of pilgrims each 
M a y D e attract every year. These boards are quasi-government operations, which help them pull in the support of 
the local administration and the local community. They also spend considerable amounts on safety and 
10% comfort of the pilgrims. Other temple boards do not often enjoy administrative support — or vast public 
funding. Therefore, it may help if a state-level authority is appointed to control temple board operations in 
each state. This will improve safety and logistical problems, and ensure appropriate oversight during fes- 
tivals. Of course, care should be taken to keep politics out of this authority, lest it suffers the same fate. 
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Another 
Brotherly Spat 


by ashok v. desai 


THE AMBANI BROTHERS HAVE MADE THEMSELVES 
famous with their public quarrels; they have 
changed the meaning of Reliance for the 
country. For two years, they have had the stage 
to themselves. But now they have competi- 
tion, for an argument has broken out between 
two governmental brothers. To call them 
brothers involves a slight inaccuracy, for only 
justices address one another as brothers. But 
the injustice done is small, for ministers are 
supposed to work together in a big happy fam- 
ily. It is true that they are seldom seen to- 
gether, and that except in cabinet meetings 
where they are thrown together without being 





Today's 


been depreciating madly. 

And when inflationary pressure went up 
earlier this year, the finance minister im- 
posed duties to rein in exports and bring 
down demand pressure. Iron ore exporters 
have been upset with the export duty, and 
have found a champion in Kamal Nath. 

The finance ministry is in general in 
favour of taxes and against tax favours. But it 
is prepared to yield an inch or two to the 
commerce ministry as long as its demands 
are embodied after consultation in the 
budget or in the trade policy. But Kamal 
Nath’s habit of asking for concessions day in 
and day out drives the finance minister up 
the wall. His bureaucrats give him estimates 
of how much revenue would be lost if they 
agreed to the commerce ministry's demands. 
He takes one look at those figures and says 
no to Kamal Nath — no matter that the loss 
is often fictitious. When I was in the finance 
ministry, the revenue department always op- 
posed reduction in import duties, and gave 
estimates of revenue loss. They had never 


given a choice, they avoid one another. But finance heard of elasticity of demand; if I mentioned 
that is real brotherly behaviour. Contrary to E : it, they stuffed their ears and refused to hear 
popular mythology, rivalry amongst brothers minister is a about it. There are goods for which demand 
is common; and it often erupts into hostilities. different man increases more than proportionately if the 


I mean Kamal Nath, the commerce minis- 
ter, and P. Chidambaram, the finance minis- 
ter. Chidambaram may be viewed as the elder, 
though not necessarily in age, for he was com- 
merce minister 13 years before Kamal Nath. 
Now, as finance minister, he has been refusing 
the most reasonable and polite requests from 
the commerce minister. Kamal Nath is upset, 
and has written to Papa — I mean, Prime 
Minister — Manmohan Singh. He has listed 
50 infractions of the fraternal code. If accusations could kill a 
defendant, Chidambaram would be in mortal danger. 

While the nameless spokesman of the commerce minister 
liberally leaked the existence of the letter, he was deliber- 
ately vague about its contents. For they would have pointed 
to the commerce ministry as the source of the leak, and the 
Prime Minister might not have looked upon such behaviour 
with favour. It might have jeopardized the commerce min- 
istry's voluminous case. 

It is well known that the two ministries have been at 
loggerheads over two issues: the exchange rate and taxation 
of export profits. As exchange reserves have risen, the 
Reserve Bank has often been tempted to appreciate the 
Rupee. But each time it did so, it caused a rumpus 
amongst exporters, who would rush to the commerce minis- 
ter, and he was happy to represent their case. His importuni- 
ties must have been effective, for recently, the Rupee has 


from the bold 
and youthful 
commerce 
minister of 
the early '90s 


price is reduced; in the case of such imports, 
the government will get more revenue by re- 
ducing duties. That is what it did later in the 
1990s, and its revenue went up. But the rev- 
enue department would never learn. 

What is more interesting is that when Mr 
Chidambaram was commerce minister in the 
early 1990s, he had asked the finance min- 
istry for things very similar to what Kamal 
Nath is asking now. Then too the revenue de- 
partment had refused to give an inch. I tried to get it to bend, 
but its skills of procrastination and sabotage were insupera- 
ble. I see that those skills have not depreciated at all. 

It would not be right to take a position on the rightness of 
the commerce ministry's demands without looking at them 
in detail. But I do find it interesting that what Mr Chi- 
dambaram proposed as commerce minister, he opposes as 
finance minister; it is a revealing commentary on the power 
of the bureaucracy. If there is a minister who can defeat the 
bureaucracy, it is Mr Chidambaram; remember how he had 
abolished import licensing on machinery and industrial in- 
puts in 1992 in the teeth of opposition from his bureaucrats. 
But he has either lost his élan or changed his stripes. He was 
a bold reformer then; today he is a mature politician. 


The author is Consultant Editor of Businessworld. 
ashok.desai @ gmail.com 
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IS YOUR MONEY 
SAFE? Insurance cover 
for Indian depositors is 

only up to Rs 1 lakh 


The CRR 
cut is just 
an ad hoc 
measure, 

nothing 
more 


by Raghu Mohan 
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IT'S A SEASON OF MANY FIRSTS. FOR THE FIRST TIME 


in five years, the Reserve Bank of India (RBI) 
has cut the cash reserve ratio (CRR) of banks by 
50 basis points, releasing Rs 20,000 crore of 
much-needed liquidity. The CRR determines 
the proportion of its deposits a bank parks with 
the central bank. The cut is despite key mone- 
tary indicators being way above comfort levels 
— inflation is at close to 12 per cent; and credit 
and money supply growth are at 25 per cent and 
21 per cent, respectively. 

The central bank's move is aimed at easing the 
seasonal liquidity pressure on banks, nothing 
more. Here's what the RBI had to say. "There has 
been a sharp deterioration in the global financial 
environment with the number oftroubled finan- 
cial institutions rising, stockmarkets weakening 
and money markets strained... These new deve- 
lopments have impacted domestic money and 
forex markets with a marked increase in vola- 
tility and a sharp squeeze on market liquidity as 
reflected in the movements in overnight interest 
rates and the high recourse to the liquidity adju- 
stment facility.” 

"The emerging trend is that the RBI is now 
showing an open mind,” says Chanda Kochhar, 


AP 


joint managing director of ICICI Bank. “They 
are taking one step at a time and watching its 
impact.” So will interest rate cuts by banks follow 
the CRR cut anytime soon? After all, it’s the 
festive season, the government is in its last lap, 
middle-class and corporate India have to be kept 
happy ahead of elections. 

“Government expenditures that are lined up 
will also ease the liquidity tightness after mid- 
October,” says Indranil Pan, chief economist at 
Kotak Mahindra Bank. “Over the longer term, 
there remains a risk of reversal. As dollar out- 
flows increase, the RBI could also use the statu- 
tory liquidity ratio to ease liquidity.” But nobody 
knows for sure whether banks will go ahead and 
cut interest rates on their own. However, if the 
mandarins want lower rates, state-run banks 
will oblige; after all these banks have not raised 
rates for a long time even as the CRR was being 
progressively hiked. 


What About Depositors? 

It is one thing for the RBI to lubricate the 
money markets, and support asset prices, but 
surely depositors are also a worried lot given the 
current financial instability. In the US, the Fed- 
eral Deposit Insurance Corporation (FDIC) re- 
cently hiked insurance coverage on bank de- 
posits to $250,000 from $100,000. India’s 
bank depositors, however, are insured only up 
to Rs 1 lakh. If a bank goes belly up, that is the 
maximum they get. Should the Deposit Insu- 
rance and Credit Guarantee Corporation 
(DICGC) take a cue from FDIC and raise the 
insurance cover of depositors in India? 

When DICGC was set up in 1968, coverage 
was a princely sum of Rs 5,000. It was revised to 
Rs 30,000 in 1983, and then to Rs 1 lakh in 
1993. Data from the DICGC say that in March 
2008, the number of insured accounts was 
961.72 million and covered deposits were worth 
Rs 18,05,080 crore. 

DICGC, however, has recently changed its 
rules to allow holders of more than one joint ac- 
count to claim more than Rs 1 lakh. This is pos- 
sible if two people, say A and B, have two joint 
accounts — one with A as the primary account 
holder and the other with B as the primary ac- 
count holder. Until March 2007, in the event of 
liquidation of a bank, two such joint accounts 
were treated as one and DICGC paid only Rs 1 
lakh as insurance claim, even if both account 
holders had independent sources of income. 

Now, such joint accounts are treated as 
separate accounts and each account holder is 
eligible for a separate claim of Rs 1 lakh. 

Maybe it is time for another revision. 


raghu.mohan@abp.in 
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'amiLIaRITY OFTEN BRINGS ABOUT COMFORT. 
ICCAaSIONALLY THOUGH, CHanGe DOES IT a WHOLE LOT BETTER. 
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Why a real 
estate firm 
Is offering 
30 per cent 
return on 
investment 


HIGH EXPECTATIONS: 
Private equity investors 
expect 25-30 per cent 

return on investment 


by Pierre Mario Fitter 


THE ADVERTISEMENT HAS ATTRACTED EYEBALLS. 
"Invest Rs 6 lakh and get an assured return of 
Rs 9,96,000 in three years,” it claims. The ad 
sounds too good to be true. But executives at 
Gurgaon-based Landmark Group say it is. 

The scheme works like this: Each investor is 
invited to buy 100 sq. ft or one unit of property at 
Landmark Cyberpark, a 'green' IT park for Rs 6 
lakh. Anil Lakra, president of marketing and 
sales at Landmark Group, says investors will get 
assured minimum returns of Rs 72,000 a year, 
right from the first year. This will continue until 
the building is complete in 2011, netting 
Rs 2.16 lakh. After this, if they want, the inve- 
stors can sell their units back to the builder for 
an assured 30 per cent return or Rs 7.80 lakh per 
unit. The total, therefore, comes to Rs 9.96 lakh. 

Lakra says that most of the returns will have 
to be paid out of pocket as the project is still 
incomplete. “Whether we pay the banks or 
customers, the money going out will be the 
same for us; he says. Actually, it isn't. What's 
gone unmentioned is that Landmark's actually 
getting a better deal than what it would have, 
had it got private equity (PE) investors to invest 
in the project. Real estate analysts say PE inve- 
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Too Good 


stors in real estate usually expect returns of 25- 
30 per cent on such projects. In current market 
conditions, they are unlikely to take the risk. 
Small investors, on the other hand, are being 
promised Rs 72,000 a year, which is effectively 
a 12 per cent rate of interest. Even after factor- 
ing in the buyback return of 30 per cent after 
three years, the cost still works out to be 5-6 per 
cent lower than what Landmark would have to 
pay PE lenders. 

If investors choose to hold the property units 
at Landmark Cyberpark after three years, they 
could get a rental, at least 7 per cent higher than 
that compared to conventional buildings. The 
buildings' 'green' design features include en- 
ergy-efficient AC systems and lighting and spe- 
cially tinted widows to reflect heat, which Lakra 
estimates could save at least 30 per cent energy. 

But the rentals also depend on the green 
ratings of the project. The building's architect 
Christopher Charles Benninger has applied for ` 
Leadership in Energy and Environmental 
Design (LEED) certification as well as Teri 
Griha certification — given by The Energy and 
Resources Institute (Teri) — which indicate the 
eco-friendliness of projects. However, Gaurav 
Shorey, a green building expert at Teri, says the 
project is ^not on our list". He adds that practi- 
ces such as energy efficiency and rain water har- 
vesting are mandatory for office buildings that 
are above a certain size under the Bureau of 
Energy Efficiencies Energy Conservation 
Buildings Code (ECBC). Shorey says, *Land- 
mark's minimal list of green features may at 
best fetch them one star out of five on the Teri 
Griha system or a basic Leed rating.” 

A word of caution also comes from Sandeep 
Singh, director of capital markets at Cushman 
and Wakefield, a real estate consultancy. He 
advises investors to check two things: one, whe- 
ther the rentals they will earn are worth the 
investment; and two, whether the company or 
the project is sufficiently capitalised to back up 
the assurances it has made to investors. “One 
good indicator is to check whether they have a 
foreign direct investor on the board of the 
parent company or of the project,” says Singh. 
This could prevent foul play, he says. 

The Landmark scheme brings back memo- 
ries of similar collective investment instru- 
ments from yesteryears such as the Anubhav 
Teak plantations project, which turned out to be 
a scam. It was only when the cheques from the 
company began to bounce and the management 
went underground that investors realised they 
had been tricked. This time round, they would 
be wise to do their homework: 
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Despite 
pressure, 
Sebi has 
not banned 
short 
Selling 


 participatory notes (PN) by foreign i ay E 
tional investors (FIIs) on 6 October, Bhave was ery of shares, A 
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HAD IT NOT BEEN FOR HIS ASTÜ 





imposing restrictions on short selling. . 


At a press conference to announce: > the e 


removal of the year-old curbs onthei 


asked about banning short sales. His answ 





elsewhere; that is a reaction to the crisis there” marke 
 Sebi's move to remove all restrictions on PNs ued de 


issued by FIIs also returns the Indian marketto | h 
international standards, where global equity ` shi 
| players use similar structured products. | 





TE UNDERSTANDING - 
of the functioning of the markets, Securities. 
and Exchange Board of India (Sebi) Chairman | 
. C.B. Bhave would have succumbed to the: grow- 
ing clamour among a section of market partici- 
pants, and chosen to follow the lead ofthe US, — 
Australian and Taiwanese stockmarkets by " 










futures 


Nifty 1. 


287 other stocks. M TI" 





ment day (T42 on the Indian equities market) or 


» face auction and penalties, short sellers have to 
borrow stock to deliver it. Short sellers not only 


pay interestto the lender, but also have to return 


thestock as per the lending agreement specifica- 


tion. This is easy in developed markets, but has 


À not picked up in the Indian equities market. 


But Fils and all domestic investors can easily 
take a shorting view on the equity derivatives: 
market by either selling a Nifty or stock futures 
or by buying a put option on Nifty or a stock. 
BW analysed the open interest positions in 
futures and options on Nifty and stocks on the 
national stock exchange’s equity derivatives 
segment: and discovered that there was no 


_compelling evidence of active short selling (see 
a ‘Interest Wide Open’). 


"This, d despite. the fact that short sellers in 


Tadia do not have to bother getting the stock to 
ee short i in stock futures and options, as these 
deals are settled according to the cash differ- 
.. ence, Internationally, expiry of a stock futures 


or options contract has to result in actual deliv- 
nd this is expected to continue. 


| “Unless we are persuaded, we are unlikely to 
was, “Institutional investors were hardly isi ng 
the recently introduced securities and le XR 
borrowing mechanism to do any short selling. - 
We do not want to copy here something fom 


make a break i in this procedure,” said Bhave at 


ig the 60 October press conference in response to a 
query from BW. 
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When a stock is perceived to be overpriced, had bar 
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. to profit from a potential price correction, they ` 
- sellit short. In the cash market, since all sales 
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A Lesson In 
The ‘Link’ 


by nayan chanda 


LAST WEEK, HEALTH OFFICIALS FROM SINGA- 
PORE to New Haven were busy pulling white 
rabbits out of store shelves. It was no magi- 
cian’s trick. They wanted to ensure that chil- 
dren should not get a popular brand of Chi- 
nese candy called White Rabbit. The reason: . 
the milk used to make the candy was adul- 
terated with melamine — an industrial 
chemical that mimics protein. The world- 
wide scare about Chinese milk tainted by 
melamine that has affected over 54,000 chil- 
dren and killed three is the latest reminder of 
how closely bound together our lives are. 
The scare also offers valuable lessons for 
businesses on how to safely navigate this in- 
extricably connected world. 

In an earlier column (‘Supply Chinks, BW, 
29 May, 2008) I had expressed concern about 
this kind of global safety issues and suggested 
that companies must accept greater respon- 
sibility for overseeing their supply chains. A 
globally integrated product, I noted, was 
“only as good or bad as the weakest link in its 
supply chain". Now it seems that the tainted 
Chinese milk has turned out to be just such a 
weak link for a whole variety of multinational 
companies including some of the foremost 
such as Unilever, Nestle, and Nabisco, who 
have all sourced milk products from China. Unsuspecting 
customers have discovered that their ice cream, yoghurt, 
cookies, candies and dozens of other foods and beverages, 
which may not have a ‘product of China’ label, actually con- 
tain Chinese-made milk products with traces of melamine. 
The same chemical was earlier discovered in China-supplied 
pet food that killed many household pets and now has been 
found to cause kidney stones in babies. Many would have 
never heard of Shijiazhuang, nor of the Chinese dairy com- 
pany the Sanlu group, but for these crises. Yet, an ingredient 
of common food from that unknown place tens of thousands 
of miles away has caused global alarm. 

Why and how the poison spread is a story of the dark under- 
side of globalisation. Milk stations for the Sanlu Group in Shi- 
jiazhuang regularly pump milk from cows brought in by farm- 
ers before dispatching it to processing plants. Chinese 
authorities, who have arrested two dozen people and seized 





One unsafe 
ingredient in 
a globally 
integrated 

product 


can cause 
harm to the 


country 
responsible 


Bound Together 


quantity of melamine, suggest that the adul- 
teration took place at the milk stations. The 
operatives sought to increase their profit mar- 
gin by adding water to the milk and making 
up for a lower protein content by adding 
melamine. Some reports suggest that the Chi- 
nese government's attempt to curb inflation 
by lowering the procurement price of milk 
was the cause. Yet, the fact is that the farmers 
who were hurt by low procurement prices 
were not the ones who milked the cows. More 
likely it was the age-old motive, greed, that ex- 
plains the fiasco. It turns out that Sanlu knew 
about the problem in December but instead of 
warning the public immediately and recalling 
the milk, the company tried to cover it up. The 
problem came to light when the New Zealand 
company Fonterra, which owns 43 per cent of 
Sanlu, brought it to the attention of New 
Zealand Prime Minister Helen Clark who 
alerted Beijing. 

As tens of thousands of citizens clutching 
their babies rushed to clinics, the Chinese gov- 
ernment was badly shaken. Fortunately, the 
fatalities so far have been limited. But the 
episode should serve as a serious warning to 
businesses all over the world engaged in the 
global supply chain, especially ones producing 
ingredients for food, beverages and drugs. 

Lesson one: However small a component 
might be, quality control of the products 
should be the first responsibility of the local 
manufacturer. 

Lesson two: The company or the govern- 
ment of the country concerned must admit 
problems and address them promptly as at- 
tempts at cover-up in this interconnected 
world are futile. The price of failure, as Sanlu 
and Fonterra have found, is not just a black eye for the brand 
name but serious human and financial losses. With country 
after country banning Chinese milk products, it might take 
years before they regain their credibility and market share. 

Lesson three: the episode highlights the importance of ef- 
fective governmental supervision of food and drug safety. As 
the Chinese government has learned from the series of scan- 
dals — from toothpaste and pet food, from led paint in toys 
and contaminated medicine, have all led to fatalities and 
have had to be recalled - the blame for globally integrated 
product that cause harm frequently lands at the door of the 
country responsible for a single ingredient. A product may 
be global but the responsibility remains local. 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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TANDING tall in south Delhi's 
tony Vasant Kunj neighbour- 
hood, the Fortis Rajan Dhall 
hospital — owned by the Singh 
family that recently sold its flag- 
ship company, India's leading 
generics pharmaceutical com- 
pany, Ranbaxy Laboratories — belongs to Fortis 
Healthcare, a chain that counts itself among In- 
dia's finest. Every day, hundreds come here for 
check-ups, and dozens get admitted. Patients 
arrive even from abroad to avail. world-class 
treatment at a fraction of the price they would 
pay at home. A healthy picture, but for a small 
detail: the hospital does not have a licence to 





P rivate healthcare centres 
make merry, as the govern- 
ment fiddles with regulation 





o Gares... 


by Noemie Bisserbe 


operate. It was denied a licence because the mu- 
nicipal body refused to give a no-objection cer- 


tificate (NOC). But the hospital continues to ¿ 


operate, unregulated and undeterred by a 
measly penalty, though to be fair, there is no ev- 
idence that the care it provides is substandard. 
It is a familiar story across most of India — in 
its nursing homes, hospitals and diagnostic 
centres — whether in Vasant Kunj or in Vizag. 
Even as anybody with a modicum of money to 
spare veers towards private healthcare centres, 
the sector remains largely unregulated. Only 13 
states even register nursing homes and hospi- 
tals (see map ‘Registering Gap’). In the remain- 
ing 15, nursing homes and hospitals come un- 
der either the Shops and Establishments Act or 
the Societies Act. A reality that advocates and 
opponents of regulation alike seem unaware of. 
“You have enlightened me,” says Dr S.N. Misra, 
secretary of the Indian Medical Association 
(IMA), which advises the government on 
health-related issues and has long opposed the 
enforcement of a new national Act on health- 
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The Fortis hospital (left) 
operates without a 
licence, undetérred 
Dya meas Rs 5,000 
penalty 


care. Besides, labs and other diagnostic centres 
across the country are completely unregulated 
— they do not come under any Act. 

Hence, in most states, both Fortis and a one- 
room shack with a bottle of mercurochrome can 
call themselves ‘hospitals’, and are completely 
free from following any established care-giving 
procedures. A patient with a grievance would 
have no resort but to approach a consumer 
court, an action that puts her on a par witha 
person complaining about adulterated washing 
powder. “The private sector has grown without 
control over the past two decades, and remains 
unregulated and unaccountable,” says Rama V. 
Baru, associate professor of public health at 
Jawaharlal Nehru University (JNU) in New 
Delhi. It is pertinent to note here that public 
hospitals, too, don’t have any hard-and-fast 
rules to adhere to. | 

So, whether you are visiting a public sector 
hospital or a private one, once you fall sick, you 
are in God's hands. 


The Need For Regulation 

Private healthcare in India assumes signifi- 
cance in light of the sub-Saharan conditions of 
the overall healthcare system in the country. 
Despite 60 years of socialism, India has no uni- 
versal public health system. For a country of 1.1 
billion people, it has just 203,723 government- 
run hospitals and clinics (China, with a slightly 
bigger population, has 320,000). Most of these 
centres are stuck in the 1960s, with limited ac- 
cess to modern equipment, processes and med- 
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icine. India also has just six 
doctors per 10,000 people, 
compared to 14 in China and 
eight in South Africa. The 
World Health Organization 
(WHO) standard is one doc- 
tor per 1,800 people. 
Expectedly, private health- 
care has flourished. Hospitals 
such as Wockhardt claim one 
doctor every five beds, and 
Delhis Apollo, one doctor 
every two beds, making better 
care possible. Having tasted 
success, large corporate hos- 
pital groups continue to an- 
nounce grand expansion 
plans, and Ernst & Young pre- 
dicts the industry will reach a 
size of $78.6 billion by 2012 
from the current $34 billion. 
Says Fortis Healthcare’s Cha- 
irman and Managing Direc- 
tor Shivinder Singh, “India’s 
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Registering Gap 


Only 13 states register nursing homes 


and hospitals. In others, they come under 


the Shops and Establishments Act or 
even the Societies Act 


ANDHRA PRADESH Private Medical Care 
Establishments Act, 2002 
DELHI Nursing Homes Registration Act, 1953 


KARNATAKA Private Nursing Home Act, 
1976 


| MADHYA PRADESH MP Clinical 


| Establishments Regulation Act 1973 
| MAHARASHTRA Nursing Homes 


Registration Act, 1949 (only applies to 
Mumbai, Pune, Solapur and Nagpur) 


| MANIPUR Nursing Home and Clinics 
| Registration Act, 1992 


MIZORAM Clinical and Health 
Establishment Act, 2007 


NAGALAND Health Care Establishments Act, 


. 1997 No.3 of 1997 


| ORISSA Clinical establishment (Control and 
| Regulation) Act, 1991 


| PUNJAB State Nursing Home Registration 
| Act, 1991 


| SIKKIM Clinical Establishments (Licensing 
, and Registration) Act, 1995 


| TAMIL NADU Private Clinical Establishment 
| Act, implemented in April 1997 


|. WEST BENGAL Clinical Establishment 


Act 1950 


Source: BW research 








private sector can offer the best in medical care.” 

Singh could be correct in his assertion, but in 
the absence of a world-class policy that stan- 
dardises healthcare, allowing a free run to the 
private sector is a recipe for disaster. Disaster of 
the kind 30-year-old Simran Singh, a Gurgaon- 
based HR executive faced. Diagnosed with a tu- 
mour in 2001, Singh was treated at the Bombay 
Hospital, and later at New Delhi's Apollo Hos- 
pital. While neither could cure her illness, what 
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A BW study conducted across Delhi, Mum- 
-bai and Chennai paints an alarming picture 
of the state of India's path labs and diag- 
nostic centres. Three volunteers tested 
their cholesterol and triglyceride levels in 

three different labs in each city. All tests 
were taken on the same morning, at half an - 
hour intervals and on an empty stomach. 
The results were startling. Our first volun- 
teer was diagnosed with an abnormally low 
level of cholesterol by one lab, while an- - 
other found it normal. Two other volunteers 
were diagnosed as having a high risk of 
heart disease by one lab, while another lab 
found their cholesterol level to be average. 
As for the triglycerides test, results from 
PEE S one E VAT E N ME per 
cent, as shown in the table. 
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took the cake was that when Singh asked Apollo 
to return the slide of her first tumour so she 
could send it to a California hospital, Apollo's 
chief of pathology refused to hand it over, say- 
ing it was hospital property. "My father was 
ready to kill” recalls Singh. “How could they 
claim it was theirs? Hadn't I grown this tumour 
in my head?" 

An Apollo spokesperson told BW: “We had 
received only stained slides for a second opin- 
ion, which was given by our histopathologist. As 
per the existing practice, these slides were re- 
tained.” While the incident underlines the lack 
of transparency that absence of regulation has 
spawned, there are a dozen other ills as well. 

In 2002, the Confederation of Indian Indus- 
try (CII) National Committee on Healthcare, 
chaired by renowned heart surgeon Dr Naresh 
Trehan, commissioned McKinsey to prepare a 
report on the state of the private healthcare sys- 
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tem in India. “We knew it 
was terrible," says Trehan. 
"But we wanted to know 
qun how bad it was.” The study 

found clear evidence of se- 
253 164 rious quality of care defi- 
236 157 ciencies. Problems ranged 
232 | 37 


from inadequate and in- 
appropriate treatments, 
to excessive use of high 
technologies, to serious 
problems of medical mal- 
practice and negligence. 

Six years later, things 
have hardly changed. A 
small experiment con- 
ducted by BW in Delhi, 
Mumbai and Chennai last 
month to evaluate the 
quality of their path labs, 
showed startling results 
(see ‘Ill-Treated’). The re- 
sults of cholesterol and 
triglyceride tests for three volunteers conducted 
on the same day within half-an-hour at three 
different labs, showed huge differences. An- 
other BW staffer — not part of this experiment 
— was told she had double the normal level of 
blood sugar by one lab, while a subsequent visit 
to a different lab, within the space of a fortnight, 
confirmed normal levels of sugar. 

Despite these glaring deficiencies, India's 
healthcare regulations remain engulfed in un- 
certainty, thanks to opposition from the IMA 
and the state governments, which zealously 
guard their legislative powers. 
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Sorry State Of Regulation 
The Clinical Establishment Bill, 2007 — an at- 
tempt by the Centre to set quality standards for 
all hospitals, nursing homes and path labs — 
was approved by the Union Cabinet in June 
2007 . Under the Act, all clinical establishments 
would first be granted — under no conditions — 
a provisional registration, which would enable 
the government to collect data that till today 
does not exist. Permanent registrations would 
be granted once certain conditions are met. 
“The whole process will take 2-3 years,” says 
Union Health Minister Anbumani Ramadoss. 
However, even if the Act is passed by Parlia- 
ment, it is unclear how the Central government 
will implement it, since the states can either 
adopt it, come up with a concurrent bill, or do 
nothing at all. So far, only four states — 
Arunachal Pradesh, Mizoram, Nagaland and 
Manipur — have said they would adopt the Bill. 
“We needed support from four states for the Bill 
to be accepted but more states want it,” insists 
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A comparison chart of 
health guidelines in Delhi, 
Singapore and the US 


Source: BW research 


GOOD INTENTIONS: 
Dr Naresh Trehan feels 
that the insurance sec- 
tor could push hospital 
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Union Health Minister 

A. Ramadoss needs 
state support for imple- 
menting the new Bill 
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Ramadoss. Punjab has opposed the Bill arguing 
that it would upset the otherwise stable private 
healthcare drug delivery system, while other 
states such as Bihar and Gujarat have come up 


with drafts of a new state healthcare legislation 


of their own. 

The IMA is strongly opposing the Bill. “Aping 
western systems blindly won't be in India’s best 
interests,” says Misra. “Needs in tribal and ur- 
ban areas are different. One rule can't be suit- 
able to every state.” But most states have done 
precious little to regulate private healthcare. 

Take Mumbai and Delhi, India’s biggest met- 
ros. In Mumbai, the Centre for Enquiry into 
Health and Allied Themes (Cehat) — a research 
centre involved in the service and advocacy on 
health themes — drafted and submitted rules in 
June 2006 at the request of the Maharashtra 
government, which stipulated minimum stan- 
dards for nursing homes and hospitals in the 
state. But these rules have not been imple- 
mented as the private nursing home owners’ 
lobby is against their implementation. So, the 
Bombay Nursing Home Registration Act 
(BNHRA) of 1949 continues to apply. “It’s a 
conspiracy not to act,” says Padma Deosthali, 
Cehat’s coordinator. “We are not trying to im- 
pose a licence raj. But basic standards should be 
implemented. As it exists, the BNHRA imposes 
mere registration. What's the use?” 

Ditto Delhi, where as per the Delhi Nursing 
Home Registration Act of 1953, the nursing 
home cell issues licences valid for one year to 
hospitals and nursing homes. The process takes 


Rs 30,000 per day 





2-3 months, explains Ashok Kumar Rama, who 
heads the nursing home cell at Delhi Direc- 
torate of Health Services in the dusty outskirts 
of Karkardooma. And to carry out this gigantic 
task, the cell has just two staff. 

According to the Directorate of Health Ser- 
vices, there are just 609 registered nursing 
homes and hospitals in Delhi, a number that 
appears unbelievably small. Some nursing 
homes and hospitals are refused a licence — 
such as Fortis’s Rajan Dhall hospital — because 
they failed to get an NOC from the Delhi Devel- 
opment Authority, says Rama. Hospital man- 
agements don’t lose any sleep over it, though, 
because the penalty for running a hospital with- 
out a licence is Rs 5,000 — less than your aver- 
age hospital bill — as against Rs 6 lakh penalty 
(see ‘Peer Comparison’) and/or two-year im- 
prisonment in Singapore. 


Regulation Is Good 

Governments around the world have laid down 
rules for doctors and medical establishments, 
pertaining to quality of care, hospital infection 
control, human resources, and patients’ rights 
and education. Hospitals have quality control 
systems in place, constantly monitored by rele- 
vant authorities. While this ensures quality care 
for patients, it also improves private healthcare - 


-centres’ perception in the public eye, a critical 


element of their business. 

Indian corporate healthcare groups don’t 
think so, however. “I don’t think putting down 
50 pages of regulation is going to make a differ- 
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public hospitals as well, he grumbles. 
Trehan, now chief cardiothoracic and vascu- 


lar surgeon at Indraprastha Apollo in New 
Delhi, attributes corporate hospitals’ apathy to 


a “lack of vision”. “Good medicine makes (for) 
good business, he says. 





What could help change things is self-regula- 
. tion, brought about by the increasing number of | 
- ‘medical tourists’ from the Middle-East, Europe 
- and the US. “International patients have started 


questioning hospitals, asking for guarantees,” 
says Girdhar J. Gyani, secretary-general of 


Quality Council of India (QCD, a Union govern- . 


ment-industry joint body. One such guarantee 
could be the three-year accreditation certifi- 
cates issued by the National Accreditation 
Board for Hospitals and Healthcare providers 


(NABH) — an autonomous body under the 


QCI set up in January 2006 and approved by 


E the Ireland-based International Society for 
|. Quality in Healthcare. 


So far, however, only 20 hospitals (see list) 


. have been accredited, and 54 applications are 


pending. Some have been rejected too. Apollo's 
Delhi hospital was denied accreditation, as the 


E out-patient department (OPD) was not up to 


the mark. “They wanted us to accredit the rest 
of the hospital, which we obviously refused," 
says Dr B.K. Rane, CEO of NABH. “Would they 
put a board at the OPD saying this part of the 
hospital is not accredited by NABH?" 

| Not so discerning is the National Accredita- 
tion Board for Testing and Calibration Labora- 
tories (NABL) — set up by the Department of 
Science and Technology in 1998 for the accredi- 


| tation of path labs and other diagnostic centres. 


Only the main laboratories of most path lab 
chains are accredited, while few satellite labs 
are. For instance, only 10 out of Delhi-head- 
quartered Dr Lal Pathlabs’ 30 labs are acered- 


E ited by NABL. "If it's a routine test, the blood 


sample may be sent to a satellite lab... [other- 


` wise] it can be sent to the main lab,” says Dr 
. Arvind Lal, the company's chairman and man- 
| aging director. According to QCTs Gyani, out of 
| the 100,000-odd labs in the country, only about 
- 120 labs are accredited by NABL. 


Trehan sees hope in the form of insurance 


| companies: “As the sector opens up to Insurance 
^. companies, the incentive to get accreditation 
ME will become stronger as insurance companies 
| > will select hospitals that are accredited by insti- 
tutions such as NABH. And this will help in a 
-— big way to improve overall standards of quality 


E “ence,” says Mukesh Shivdasani, CEO of Delhi- 
^ based Max Healthcare. And if new norms are to 
 beimplemented, they should be applicable to 


of care in the country" 

Regulation. has indeed been driven by 
insurance in countries such as the US. “If hospi- 
tals or nursing homes in the US don't come 
under Medicaid or Medicare, it becomes 
difficult for them to survive; says Jumana Bar- 
nagarwala, managing consultant with Hyder- 
abad-based data and. analysis services pro- 
vider Datamonitor. | 

But there is a caveat. "In the US, insurance 
companies have made healthcare delivery more 


efficient,” says Richard Mucci, global chairman 


and CEO of New York Life International, *But 
whether they have really improved the quality 
of care is controversial. Insurance companies 
are very cost conscious." 

In India, insurance companies say they mon- 
itor the quality of care provided by hospitals 
within their network. “We empanel a particular 


hospital only if it meets the required standards 
of healthcare facility and hygiene,” 


says Sanjay 
Datta, head of customer services for health and 
accidents at ICICI Lombard. How insurance 
companies, which may not have the resources 
to assess every hospital within their network, 
can do that consistently is debatable. Accredita- 
tion could become a tool for them to select their 
network hospitals, feels Gyani. 

But with less than 3 per cent Indians having 
health insurance today, “accreditation can only 
be one part of the solution’, says JNU’s Baru, 
who also feels that imposing uniform standards 
for medical establishments across the country 
may force smaller centres that offer medical 
care in remote regions to close down. 

The Centre could also classify and define dif- 
ferent medical establishments, set different 
standards according to the care they provide, 
and ensure those are followed by the states. 
Medical establishments could be made more 
accountable too. One way to do it would be to 
ask hospitals to disclose their patient death 
rates. In the US, for instance, people can access 
online data on patients’ death rates of hospitals 
across the country. Anyone with internet access 
can compare a local hospital with one across 
town to see how the two stack up. 

“Heaith is a state subject” is a familiar excuse 
for inaction from Indian healthcare officials, in- 
cluding Ramadoss. However, the argument 
doesn't wash in light of the success of efforts 
such as uniform VAT implementation, and sel- 
dom explains why the health ministry remains . 
unable to play the role of regulator. For all the 
smoke that the ministry, led by Ramadoss, is 
getting rid of for a good cause, this is one fire it 
should look to douse first. 
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Point Of 
Inflection 


by Robert F. Bruner 


THE IMMENSE RESCUE LEGISLATION 
passed by the US Congress marks a 
historic watershed for the world. I 
have travelled extensively through 
East Asia this past month, and 
have watched the reaction of exec- 
utives, government officials, jour- 
nalists and academicians to the un- 
ravelling of financial markets in 
the US and the responses by gov- 
ernments. Critics from both ends 
of the political spectrum proclaim 
the passing of free-market capital- 
ism. On the right, conservatives mourn the his- 
toric intrusion of government into private mar- 
kets. And on the left, pundits rejoice in the end 
of the Reagan-era of government and the tri- 
umph of socialism. The critics are right that this 
is an important inflection point, but they are 
wrong about its meaning. 

If you think the world has had a free-market 
financial system, think again. A free market 
avoids the distortions due to regulation; buyers 
and sellers drive the outcomes; competition is 








rigorous, and can produce volatile results; there 
is free entry and exit; investors are free to take 
risks, harvest any gains and bear any losses. 

The free market in finance in the US ended in 
1912 with the legislation to create the Federal 
Reserve System, the central bank. Before that, 
financial crises were simply Darwinian: pan- 
icked depositors; numerous bank failures; eco- 
nomic contractions; no management ofthe eco- 
nomic cycle or monetary policy; no safety nets 
for consumers; no government bailouts. Depos- 
itors usually responded with panic, 
creating bank-runs that desta- 
bilised institutions and the entire 
financial system. In The Panic of 
1907, Sean Carr and I detailed the 
last unregulated banking panic in 
the US. In many cities, banks is- 
sued certificates instead of gold, 
equal to about 14 per cent of all the 
currency with the public. Banks 
suspended withdrawals by deposi- 
tors; this triggered a national wave 
of hoarding cash. About 20 per 
cent of all the cash was simply 
withdrawn from the US financial system. 

‘Free market’ does not describe well the fi- 
nancial services industry in the world today: 
government agencies regulate the entry, exit, 
and combination of financial institutions; they 
oversee the transparency of financial reporting 
and securities underwriting; they influence 
credit and capital policies of lenders; they man- 
age the money supply through which they drive 
interest rates and inflation expectations; and 
they provide the electronic system through 
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which vast quantities of cash are transferred. 
Government-sponsored entities such as Fannie 
Mae and Freddie Mac fuelled the extraordinary 
expansion of mortgage lending. Since 1978, the 
US government has managed financial markets 
to maintain full employment and stimulate eco- 
nomic growth. Similar practices prevail in 
many other countries. And then there are the 
supra-national institutions such as the IMF, 
World Bank and Bank for International Settle- 
ments that aim to promote financial stability on 
a global scale. With this much government in- 
tervention, it is hard to call the financial serv- 
ices industry ‘free-market capitalism. Eventu- 
ally, there will be a reckoning of the role of 
governments in contributing to this crisis. 

To be sure, the financial markets in some 
countries are comparatively more free than oth- 
ers — certainly much more free than those in 
North Korea and Cuba, for instance. Some sec- 
tors of financial services are more free than oth- 
ers — think of hedge funds and private equity 
funds. And as the shareholders of Northern 
Rock, Lehman Brothers and Bear Stearns have 
been reminded, the system is free enough to let 
them absorb some stunning losses. But make 
no mistake, governments are involved cheek- 
by-jowl in the functioning of financial markets. 

I am not arguing that this is as it should be. 
We should not endorse government regulation 
carelessly. First, regulators can become captive 
to the very industries they regulate. Second, the 
private sector tends to squirm away from regula- 
tors. Make a rule, and executives and their 
lawyers will find exceptions and/or a way to skirt 
it. Third, private markets innovate relentlessly. 





This means that, like the general who always 
prepares to fight the last war, regulators tend to 
manage the private sector the way it used to be, 
not the way it is or will become. Fourth, it is all 
too easy to forget the costs of regulation. Gov- 
ernment coffers are easy targets for special inter- 
est groups seeking to save certain firms, jobs and 
industries. With the bailout of the US banks, you 
can be sure the auto and air transport industries 
will be close behind seeking a safety net. Risk- 
reduction afforded by regulation is not costless. 
Do we want an absolutely risk-free society? Ab- 
solute risk reduction would choke off innova- 
tion, entrepreneurship and growth. Think of the 
Soviet Union, circa 1989. To be sure, where hu- 
man safety is at issue, we want no doubts. 

I think we do need government intervention 
in the financial services industry because the 
costs of coordination are too great, and the con- 
sequences of failure are too high. The current 
crisis is distinguished from previous crises by 
very great complexity, high speed of news and 
cash, and very large scale. It is hard to imagine 
the wreckage that would have occurred by now 
without the government's interventions to date. 

Against this backdrop, the regulatory innova- 
tions roiling the markets do not strike me as the 
death knell of comparatively free-market capi- 
talism. Or at least, if there is a death to grieve, 
then it must have happened a long time ago. 
Let the pundits mourn; it sells copy. Taxpayers 
will be mourning for quite some time, although 
for a different reason. 





The author is Dean, Darden Graduate Business 
School, University of Virginia 


20 OCTOBER 2008 4] BUSINESSWORLD 


WILL IT WORK? 

(left) The ABC news 
ticker in Times Square 
announces the passage 
of the $700-billion Wall 
Street bailout Bill on 

3 October; (right) US 
President George Bush 
and Treasury Secretary 
Henry Paulson after the 
Bill was passed 
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by Tina Ghopra in Singapore 


FIRST THERE WAS THE EAST ASIAN MIRACLE IN THE 
mid-1990s. The Asian financial crisis ended 
that story in the latter half ofthat decade. Stung 
to the quick, Asian economies reformed and, 
led by China, rebounded. And now, the cycle ap- 
pears to be shifting downward once again. 
Across the region, economic growth prospects 
look more subdued. 

Blame the global financial crisis. Even the ap- 
pointment of Neel Kashkari, assistant secretary 
in the US treasury and an Indian, to manage the 
$700-billion bailout will not provide an Asian 
solution. The past few days have seen a perfect 
financial storm. Turbulence in the US markets is 
threatening to slow the overheated growth en- 
gines of Asia; growth forecasts for the region are 
already being pared. “We expect 2008 growth 
for the region of developing Asia to slow down to 
7.5 per cent, with an even slower growth rate of 
7.2 per cent in 2009,” predicts Asian Develop- 
ment Bank (ADB) chief economist Ifzal Ali. 
Macquarie Securities group Associate Director 
Rajeev Malik concurs with Ali. “Asian 
economies are primarily export driven, and we 
are seeing a slowdown in demand for several 
sectors. Consequently, there will be a cyclical 
slowdown in the region,” he says. 

In its Asian Development Outlook Update 
2008, the ADB had said that faced with a decel- 
erating global economy, turbulent financial 
markets and elevated commodity prices, the re- 
gion of developing Asia is expected to experience 


a slowdown that is likely to continue till 2009. 
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ON A FALLING SPIRA 


Asian 
markets arë witnessing 
turbulent times amid 
concerns abolita raging 
global financial crisis 





How bad is it going to be? “There is a wide- 
spread fear of the unknown,” says Song Song 
Wun, head of research at CIMB-GK, a Singa- 
pore-based brokerage firm. "It is bound to have 
a knock-on effect as private consumption ac- 
counts for 71 per cent ofthe US GDP and 57 per 
cent of Eurozone GDP. And that is sure to have 
a significant drag on the Asian economies.” Per- 
haps, a decline by about a percentage point or 
two in the region's growth rates may not be a 
disaster, but it definitely has people worried. 

Domestic demand in Asian economies is not 
adequate to sustain current levels of growth. 
According to Tokyo-based hedge fund N1 Asset 
Management, the US consumer last year spent 
$9.5 trillion. Chinese consumers spent about $1 
trillion and Indian consumers about $600 bil- 
lion — testimony to the huge disparity in con- 
sumer spending in these three countries. 

Capital inflows are vulnerable too. Since Jan- 
uary, about 70 Asia-focused hedge funds have 
closed shop; as institutions in the US try and re- 


L 


| | | I 
~ Nikkei 225 (Japan) — 







| 18000 
| 17000 
4 16000 
15000| 
14000 |- —— 
13000 | — 
12000 | — 
11000 |- 


10000 
0ct'07 








20 OCTOBER 2008 42 BUSINESSWORLD 





coup and recapitalise, the chances of even more 
money being taken out will rise too. 

One casualty of the turbulence has been the 
much-touted theory of last year: decoupling. “It 
is intellectually dishonest and flawed to believe 
in the decoupling theory, as you have just wit- 
nessed the global capital markets plunging si- 
multaneously,” says Nicu Harajchi, CEO of N1 
Asset Management. “There is no region of the 
world more externally driven than developing 
Asia. Exports represent 43 per cent of pan- 
regional GDP, a record high.” 


Where's The Stability? 

China is showing certain signs of a slowdown. 
In the first half of the year, its trade surplus fell 
by about 11 per cent from a year earlier to $99.7 
billion. Net exports are likely to contract and 
subtract from GDP growth in 2008. “After a 
broad-based slowdown in China's US exports, 
we are now seeing a slowdown in Chinese ex- 
ports to Europe. The US accounts for 17-18 per 


cent of Chinese exports, while Eu- 
rope's share is 24 per cent,’ explains 
Citigoup’s Regional Analyst Moh 
Siong Sim. 

Singapore’s finance minister 
Tharman Shanmugaratnam said 
he would ‘not rule out’ the possibil- 
ity of a recession hitting the coun- 
try. He told the media that it would 
be very reasonable to expect the US 
and the global economy to slow be- 
yond what was expected three 
months ago. The country’s exports 
to the European Union declined by 
27 per cent for the second succes- 
sive month in August 2008. Inter- 
national Enterprise Singapore, an 
arm of the Singapore ministry of 
trade and finance, says the fall was 
“attributable to sustained weak- 
ness in both electronic and non- 
electronic exports”. The island na- 
tion’s exports to the US declined 
even more sharply, by 33 per cent in July and 30 
per cent in August. 

“We are seeing a sharp deceleration in all sec- 
tors. Due to a sharp sell-off in Asia and dismal 
performance greatly linked to the US, a lot of 
wealth has evaporated in this part of the world. 
It will have a deep impact on consumption and 
investment,” says ADB's Ali. 


Withdrawal Symptoms 
The financial crisis also means a rather sudden 
death of easy liquidity. With heightened volatil- 
ity, risk appetite will decline too. Bond spreads 
have increased and cost of commercial borrow- 
ing has gone up over the past few weeks. As a re- 
sult, investment decisions will be postponed. 
There are increasing signs of capital fleeing 
Asia as it enters a more challenging growth 
phase. “Distortion from rising export prices 
caused by higher raw material costs is masking 
the slowdown in export volume,’ says Sim. “We 
cannot rule out more capital fleeing Asia in a 


UNCERTAIN TIMES: 
Investors in India are 
worried as the Sensex 
lost nearly 900 points in 
just two days this week 
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NO MIDAS TOUCH: 
The appointment of 
former Goldman Sachs 
banker Neel Kashkari 
to manage the 
$700-billion US bailout 
will not provide an 
Asian solution 
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growth scare.” The reversal of capital flows and 
attempts to contain currency weakness have 
steadily depleted the combined position of 
Asian central banks’ foreign exchange reserves; 
the sharpest quarterly decline was registered by 
Korea ($17.6 billion), followed by the Philip- 
pines ($7.5 billion) and Thailand ($7 billion), 
according to a recent report by Citi. 

As markets continued to fall sharply on Mon- 
day and Tuesday, the systemic problems in the 
US financial system showed no signs of letting 
up. "From our point of view, by no means is this 
crisis coming to an end anytime soon,” declares 
Harajchi. Investment decisions are likely to be 
postponed further, which could set the stage for 
a sharper decline in 2009. *We expect the Asian 
economies to bottom out by first calendar quar- 
ter of 2009,” says Malik. True, following Europe 
and the US, some risks can be partly mitigated 
by the favourable shifts in fiscal policies. 

China has announced an interest rate cut. The 
economy is also likely to be boosted by govern- 
ment spending following recent natural disas- 
ters. "Investment growth should support China's 
growth post-Olympics, as designated invest- 
ment in earthquake relief, power production 
and grid infrastructure could provide opportu- 
nity to offset weakness elsewhere;" says Sim. 


If Asia Falters, Gan India Be Far Behind? 

The situation in India is more complex. Unlike 
other emerging markets, India is a net importer 
of both goods and capital. The huge influx of 
capital inflows over the past few years, which 
coincided with favourable domestic structural 
factors and a strong global cyclical uplift, com- 
bined to push up annual GDP growth well 
above the realisable medium-term threshold, 
and create an over-extended credit cycle, 
thereby worsening demand-driven inflation. 


So, a liquidity tightening will hit India 
harder. And look no further than what hap- 
pened in the markets this week, as the bench- 
mark Bombay Stock Exchange Sensitive Index, 
or Sensex, lost nearly 900 points in two days. 

And then there is high inflation — a central 
concern ofthe Reserve Bank of India. This infla- 
tion threat is exacerbated by higher global food 
and crude oil prices, says Malik in a recent re- 
port from Macquarie Securities. As the easy liq- 
uidity flow has reversed and the global cycle has 
turned negative, it will generate macroeconomic 
cross-currents that will have implications for the 
outlook for economic growth, and exchange rate 
and monetary management, he says. 

Apart from financial markets, corporate In- 
dia is likely to tighten its belt by cutting costs 
significantly. That may also mean jobs. *We ex- 
pect that employment growth in formal sectors 
in India might slow down,” ADB's Ali warns. 

Without doubt, the down cycle is likely to put 
additional strain on the common man. As Ali 
points out, India has definitely moved away 
from the era of high growth and low inflation. 
"The political elite have to adjust to the new real- 
ity quickly otherwise, the future growth will be 
impaired," he says. But he does not believe Asia 
will have stagflation — high inflation with high 
unemployment. ^Instead we will see a modfla- 
tion — moderate growth with high inflation” 


Cash, Not Singh, Is King 
Prime Minister Manmohan Singh and his 
advisers, including Finance Minister 


P. Chidambaram, may have to consider strong 
policy intervention. Officials in India have tried 
to reassure markets and taken measures to pre- 
vent what may yet be a liquidity crisis from be- 
coming a solvency crisis. ADB’s Ali offers advice 
about the need for macro and micro level re- 
form. “Countries that are geared up to make 
these changes quickly will be able to weather 
the storm better. Otherwise, very soon Asian 


economies’ growth will come down from 8-9 


per cent to 5-6 per cent. It is more so with India, 
which has two different worlds — shimmering 
India and the shivering India;" he says. But in a 
politically uncertain time — elections are just a 
few months away — policy reform is never easy. 

Although a general slowdown is likely to en- 
gulf Asia, some sectors are likely to be more re- 
silient. “Mining, energy and telecommunica- 
tions companies may be more resilient as it has 
been in the past; says Harajchi. However, in 
uncertain and volatile markets, investors are 
advised to be cautious before rushing in. It is 
going to be a long and bumpy ride. 
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Is it fair to 
tax gems 

at a fourth 
of the 

tax on 
foodgrains? 


EASY ON BUSINESS: 
Gems and jewellery 
attract a mere 1 per 
cent VAT in India 


In Ward taxation 


Gem Of 


A Rebate 


by Janhavi Abhyankar 


DIAMONDS ARE FOREVER. THAT THOUGHT MAY 
have influenced the decision of state finance 
ministers when a mere 1 per cent value-added 
tax (VAT) was levied on gems and jewellery 
three years ago. In fact, every time a diamond 
changes hands, a VAT is imposed — whether it 
is a rough diamond or a cut and polished one. 
On the other hand, daily purchases of wheat 
and paddy attract a VAT of 4 per cent. In India, 
VAT replaced sales tax for over 550 items in 
April 2005. Of these, about 270 items, includ- 
ing drugs and medicines, and all agricultural 
and industrial inputs, attract 4 per cent VAT. 
On most other commodities, it is 12.5 per cent. 
It is, pun included, a golden opportunity. 
"One per cent VAT is definitely better than 4 per 
cent sales tax,” says Sanjay Kothari, business de- 
velopment convener of the Gems and Jewellery 
Export Promotion Council (GJEPC). Before 
the new VAT legislation, gems and jewellery at- 


BLOOMBERG 


tracted a punitive 4 per cent sales tax, which 
pushed up costs and took the shine off this tra- 
ditionally high-price market. In most countries, 
a uniform VAT rate is levied for all goods and 
services. In some ofthe high VAT-paying coun- 
tries, such as the UK and Sweden, gems and 
jewellery are taxed at 17 per cent and 25 per 
cent, respectively. In cases of differential taxa- 
tion, “in most countries, essentials are taxed less 
than the high-end items", notes Bangalore- 
based chartered accountancy firm Singhvi, Dev 
& Unni in its 2005 white paper. In India, the 
opposite is evident and deserves debate. 

India's apparently flawed system of taxing 
food more than gems, some tax experts argue, 
relies on subsidies inherent in the basic cost of 
most essential goods. Therefore, even if a VAT 
0f12.5 per cent is levied on some, the tax burden 
is not as high as it would be if the same rate was 
imposed on an item with a high basic cost. But 
this apparently fair argument fails the test of so- 
cialism by forcing the poor to pay more for food, 
and allowing deep-pocket customers to pay less 
by way of VAT for jewellery. 

Is a low tax on gems and jewellery a bid to get 
deals in this sector above board? A definite pos- 
sibility because “when there was 4 per cent tax 
on gold, most transactions would happen off 
books, leading to revenue losses (for the govern- 
ment)’, says K.H. Viswanathan, former director 
of Astute Consulting and Business Services. 

The cost of gold, even before it turns into jew- 
ellery, is high, leading to major impact from 
even minor changes in rates of taxation. En- 
couragingly, "since the introduction of VAT, in- 
creasing numbers of transactions are being ac- 
counted for by traders and companies”, adds 
Viswanathan. 

With only 4 per cent of the gems market in 
the organised sector, it is difficult to check ille- 
gal transactions and money laundering. “These 
(gems) are items, which can be easily pocketed 
and smuggled,” says Satya Poddar, partner, in- 
direct taxes, Ernst and Young. Large buyers of 
gold and diamonds are not consumers but 
rather quiet investors looking to park unac- 
counted sums of money. *The cost of illegal 
trade is much morethan the tax that you have to 
pay, says GJEPC's Kothari. 

The Central government's plans for a ‘consol- 
idated goods and services tax’, which is sched- 
uled for implementation sometime in 2010 or 
2011, may address the anomalies related to dif- 
ferential tax rates. That might prove to be the 
end ofthe party for gems and jewellery suppli- 
ers if their demand for exemption from tax is 
not heard by the government by then. 
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BUSINESS STRATEGY: 
MSRTC rented out a 
portion of the bus stand 
at Parel, Mumbai, to 
private retailers 


After years 
in the red, 
state bus 
operators 
are back in 
the black 


Road To 


by Vishal Krishna 


Figures are 
net profits ` 
in Rs crore 


m 2008 


Bangalore Metropolitan Transport Corporation (BMTC); Karnataka State Road Transport 
Corporation (KSRTC); Maharashtra State Road Transport Corporation (MSRTC) 
Source: Transport corporations 


*BMTC is on an expansion drive 


IT IS DIFFICULT TO MISS THE QUEUE OF STATE 
transport buses parked behind the Sixth Sense 
mall in the suburbs of Parel in Mumbai. This 
newly constructed mall stands tall where the 
Maharashtra State Road Transport Corpora- 
tion (MSRTC) building once was. Now Ma- 
harshtra's bus service has moved to the back- 
yard, and the main mall building, where shop 
space has been leased out by MSRTC, has be- 
come a shoppers' hub. 

Renting out to private retailers is the new 
business strategy that has helped pull some 
state road transport corporations (SRTCs) out 
ofthe red. “We started making money after how 
many years, I don't remember. Leasing a part of 
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The net profitability of 
state transport corpora- 
tions have improved 


m 2006 m 2007 





our land for commercial development and 
planning profitable routes was a strategy to be- 
come profitable,” says Om Prakash Gupta, man- 
aging director of MSRTC. Despite a debt bur- 
den, FYOS is the second financial year in 
succession that MSRTC has reported profits; its 
profits have jumped to Rs 158 crore in FY08 
from Rs 23 crore in FY07. 


The Karnataka Story 

But the ride to profitability was a bumpy one 
for some SRTCs. Karnataka is a case in point. 
Both Bangalore Metropolitan Transport Cor- 
poration (BMTC) and Karnataka State Road 
Transport Corporation (KSRTC) are in the 
black but that did not happen overnight. “It has 
taken over seven years of planning to turn both 
KSRTC and BMTC profitable,” says Upendra 
Tripaty, principal secretary of transport in Kar- 
nataka. BMTC, which has been pocketing 
Rs 40 lakh as rental income per month during 
2008, even has cumulative profits of Rs 600 
crore. Leasing out properties to commercial es- 
tablishments, however, was not enough. Since 
staff cost forms 70 per cent of a government 
corporation’s cost, the BMTC trimmed its 
workforce through various voluntary retire- 
ment schemes offered over seven years. 

Special services for women such as routes 
linked to shopping malls have 
also worked. BMTC’s premium 
fleet of Volvo buses added to des- 
tination profitability. These 
fancy buses connect every area in 
Bangalore — including the sub- 
urbs — to the airport at Rs 150 
for a distance of up to 60 km. 
However, challenges remain for 
BMTC. “Every time we ratio- 
nalise a route, there is another 
that is not profitable. Combine 
this with strikes by labour 
unions, and we are never far 
from making losses,” says Tripaty. 
He says public transport corporations should 
be run like a corporate to stay afloat. 

KSRTC has also identified real estate as its 
new cash cow. It gets Rs 10 lakh as rental in- 
come per month from Kishore Biyani's Big 
Bazaar and plans to lease out land to four more 
retailers around Bangalore. 

But the corporation is also tapping other 
moneybags. “SRTCs also do a lot of work for 
MNCs (multinational corporations) and are us- 
ing such special services to make money,” says 
Y.G. Ramachandran, analyst at Frost & Sulli- 
van, a market research firm. However, reduc- 
tion of diesel cost and maintenance of tyres are 
still areas of concern. Though KSRTC reported 
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ROOM FOR GROWTH: 
The Delhi Transport 
Corporation is working 
with Tata Motors to 
develop viable transport 
solutions for the city 
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a net profit of around Rs 40 crore for the previ- 
ous financial year, its debt burden has trans- 
lated into accumulated losses of Rs 125 crore. 
“To cut costs, we have introduced buses where 
the driver performs the role of the conductor 
too, and we have outsourced all maintenance 
work to third parties.” 

The two transport corporations in Karnataka 
are not just on a turnaround mission, they are 
generating good business for auto majors as 
well. “With STs in turnaround mode, this en- 
ables us to cater to their need for more buses to 
service new transport corridors in cities,” says 
Vinod Dasari, chief operating officer of Ashok 
Leyland in Chennai. BMTC plans to spend 
more than Rs 200 crore to modernise its fleet, 
and KSRTC, Rs 228 crore. 


The Laggards 

Mumbai's pride, the BrihanMumbai Electric 
Supply and Transport Undertaking (BEST), has 
accumulated losses worth Rs 300 crore. And it 
is time for the corporation — that runs one of 
the oldest bus services in the country — to learn 
from its peers. BEST has already begun mod- 
ernising its bus stops in south Mumbai and has 
been studying the prospect of leasing its main 
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depots for retail establishments. “I shut down 
many routes on Sunday where the passenger 
load was very low. I have saved Rs 8-9 crore in 
maintenance alone, and this only over the past 
six months,’ says Uttamrao Khobragade, man- 
aging director of BEST. 

Route rationalisation, and cutting labour 
costs, has helped the corporation bring down its 
operating expenditure to Rs 1,166 crore in FYOS 
from Rs 1,253 crore incurred in FYO7. But 
Mumbai is stuck with a fleet of 3,400 buses 
while the city needs at least 5,000. 

The same is the case with the state-run Palla- 
van Transport Corporation (PTC) in Chennai. 
"Rising fuel costs and no fare revision by the 
state government has made it difficult for the 
corporation to cope with losses, says Ram 
Subramanian, managing direc- 
tor of PTC. Subramanian de- 
clined to comment on the extent 
of PTC’s losses. 





Silver Lining 

Although the Delhi Transport 
Corporation (DTC) is making 
losses amounting to Rs 280 
crore, it is working with Tata Mo- 
tors on transport solutions for 
the city. “With the Common- 
wealth Games around the corner, 
the DTC has a separate bus corri- 
dor to ease traffic,” says P.M. 
Telang, executive director of Tata Motors (com- 
mercial vehicles) in Mumbai. With STCs look- 
ing to modernise, rationalising routes was the 
first step towards profitability, he says. 

The next big thing for SRTCs could be the 
state governments’ initiative to increase rural 
connectivity to cities. 

The rural connectivity programme under 
Jawaharlal Nehru National Urban Renewal 
Mission has made progress in a few states such 
as Madhya Pradesh, Rajasthan, Gujarat, 
Andhra Pradesh and West Bengal. 

“The rural-urban connectivity has kept the 
route permit growth at a relatively higher level 
for SRTCs,’ says Anand Baliga, head of market- 
ing at Eicher Motors (buses) in Delhi. He says 
this was pushed by SRTCs to increase load fac- 
tors in high-density routes, and will eventually 
lead to profitability. This could well be the ac- 
celerator needed by transport corporations in 
states such as Tamil Nadu, Uttar Pradesh and 
Andhra Pradesh to speed up revenue growth, 
and catch up with their counterparts in Kar- 
nataka and Maharashtra. 





With inputs from Vatsala Kamat 
vishal.krishna@abp.in 
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Telcos 
worldwide 
are looking 
at frugal 
energy 
options 


COLOUR OF MONEY: 
Renewable energy tech- 
nologies that can help 
save up to 30 per cent 
on energy costs 
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Powered 


By Green 


by M. Rajendran 


A PENNY SAVED IS A PENNY EARNED. THAT IS A 
maxim that telecom operators worldwide appear 
to have adopted as a motto. While that is not un- 
usual, what is heartening is that they are looking 
at saving on energy costs through renewable en- 
ergy sources and better equipment. Safaricom, 
Kenyas leading telecom operator, has replaced 
the diesel-based generators that run its remote 
base stations with solar panels and bio-fuel set- 
ups. “We have realised significant savings in our 
costs due to the harnessing of renewable energy 
to power our base stations,” says Michael Joseph, 
CEO of Safaricom. The company has also in- 
stalled energy-saving features such as a technol- 
ogy that automatically shuts down parts of the 
network when not in use. Another major initia- 
tive in the works is by Telstra, an Australian tele- 
com major. Starting 2011, Telstra will power its 
network using 10,450 solar energy sites, which 
will save the company about Australian $1.8 mil- 
lion (Rs 6.5 crore) in annual energy bills. 
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There is also a push for less energy-consum- 
ing equipment. Celtel Uganda, for instance, has 
deployed Swedish telecom equipment major 
Ericsson's power-efficient base transceiver sta- 
tion (BTS), which uses what it calls ‘expander’ 
technology that reduces the need to have sites 
by 25-30 per cent. Also, its power saver feature 
allows the BTS to ‘sleep’ when not in use. “Both 
these features reduce power consumption and 
(the need for) additional infrastructure, besides 
reducing the power demand on handsets when 
customers move from one site to another; says 
P. Balaji, vice-president of marketing and strat- 
egy for India and Sri Lanka at Ericsson. 

"Renewable energy will be the first choice for 
all remote base stations by 2011,” says Juha 
Erkki Mantyniemi, head of environmental af- 
fairs at Finland-based Nokia Siemens Networks 
(NSN). In India, leading telcos such as Reliance 
Communications (RCom), Tata Teleservices 
and Idea Cellular, among others, are only just 
beginning to follow the global trend. 


Reasons for this newfound love for green are 
not hard to seek. *Our experience shows that 
operators worldwide have brought down their 
energy cost by 30 per cent in the first few years 
of operations using non-conventional sources 
of energy, says Shubhendu Mohanty, country 
head and senior director for home and 
networks mobility at Motorola India. That's a 
lot, especially given that energy cost is typically 
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POLLUTING CELL 


Mobile phones account for 43 per cent of carbon footprint of the telecom 
sector which is expected to go up to 5] per cent by 2020 


2002 2020 
Total 151 Mte02e Total 349 MtCO5e 


Telecom devices Telecom devices Fixed broadband 
(18 MtC05e) 3 Fixed broadband (51 MtCOye) (49 MtC02e) 


(4 MtC0əe) 


| 
| 


Fixed narrowband — Mobile Fixed narrowband Mobile 
(64 MtÜ02e) (66 MtC0»e) (70 MtC0»e) (179 MtC0^6) 





All figures in pie charts are in per cent Source: The Climate Group-Global e-Sustainability Initiative 


35 per cent of total cost of operations for a telco 
(in India). 

A study by NSN shows that on average, a tele- 
com operator anywhere in the world with 4,000 
base stations can save more than 43 giga watt 
hour (GWH) of energy annually — equivalent 
to 70 per cent of its average annual consump- 
tion — by using non-conventional energy 
sources and specialised equipment. 

The study further says this will cut carbon- 
dioxide emissions by 22,000 tonnes for the 
company annually. According to a report by 
London-based Climate Group and Global e- 
Sustainability Initiative, the global telecom in- 
dustry's emissions shot up from 150 metric 
tonne carbon-dioxide equivalent (MtCO2e) in 
2002 to 300 MtCO2e in 2007. 

Besides individual company initiatives, the 
US-based Global System for Mobile Communi- 
cations Association (GSMA) launched a “Green 
Power for Mobile’ programme last September, 
which aims to help operators use renewable 
sources such as solar and wind energy to power 
118,000 off-grid base stations in developing 
countries by 2012. This would entail a saving of 

up to 2.5 billion litres of diesel per annum, 
and a reduction in carbon emissions by 
6.3 million tonnes. 


India On The Move 

For India, it is the rapid growth of telecom sub- 
scribers that has led to more network infra- 
structure, and an even greater thirst for power. 
The past 12 months has seen about 75 million 
new subscribers joining the country's crowded 
telecom networks. To service them, about 5,000 
new base stations were set up, bringing the total 
base stations in the country to more than 
250,000. Given that most of these have to be 


In Depth telecom. s 


> 


run by diesel generators, the cost of running 
them multiplies. “Our annual energy bill on 


networks is Rs 2,500 crore,” says S.D. Saxena, 


director finance of BSNL. According to ACME, 
a telecom equipment solutions provider, an es- 
timated 2 billion litres of diesel is burned annu- 
ally by generators needed to run telecom base 
stations in India. 

As a result, at 32.22 per cent, Bharti Airtel’s 
2007 power and fuel costs are the highest com- 
ponent of the company’s total networking cost. 
Power and fuel are the third biggest component 
(20.51 per cent) of Ideas network operating cost; 
RComs equivalent figure stands at 18 per cent. 

Ergo, cheaper green fuel. Telecom analyst 
N.K. Goyal says the use of non-conventional 
sources of energy has enabled companies such 
as Bharat Sanchar Nigam (BSNL) and RCom to 
reduce their networks’ energy consumption by 
more than 3-5 per cent. RCom, for instance, has 
deployed bio-fuel plants to run its rural telecom 
networks in several areas. 

Tata Teleservices is working on an energy 
conservation pilot project in Uttar Pradesh. 
Says a senior executive, “The results have been 
excellent, and we have been advised by the team 
that conducted the project to do a few more 
such projects in other circles.” 

A senior Bharti Airtel executive says that since 
they have outsourced their network to NSN and 
Ericsson, they do not keep a direct tab on energy 
consumption. “But we have a specific clause in 
the service level agreement (SLA) to reduce en- 
ergy costs,” says the executive. While that would 
bring down the cost of operations for the opera- 
tor, an environment-friendly initiative means 
more carbon credits to the equipment vendor. 

“If we can secure enough vegetable oils from 
sustainable sources, we will move to a blend of 
50 per cent diesel and 50 per cent bio-fuels, 
which will be better for the environment and for 
our operating costs,” says Anil K. Tandan, chief 
technology officer at Idea. It has already imple- 
mented the project on a pilot basis in many cir- 
cles where it operates. Vodafone has said by 
2020, the company would reduce absolute CO2 
emissions by 50 per cent against its 2006-07 
footprint baseline, and develop a separate cli- 
mate change strategy for India by March 2009. 

Even new players such as Unitech and Swan 
are swinging the green way. Both companies 
will adopt the outsourcing model of Bharti Air- 
tel, but a Unitech executive says this (energy ef- 
ficiency) would be reflected when their SLA is 
signed. Indian or foreign telecom companies 


appear convinced that the way ahead is cut en- 


ergy cost by shifting to renewable fuel options. 


m.rajendran@abp.in 
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BE SEL technology 


Wellbeing 


On A Chip 


Innovations 
in semi- 
conductors 
are revolu- 
tionalising 
healthcare 


by Dhanya Krishnakumar 


THE IMPRESSIVE GROWTH OF THE SEMICONDUCTOR 
market in India has brought good side-effects 
for the healthcare sector. In one of its newsmak- 
ing innovations, earlier this year, engineers at 
GE Healthcare squeezed the traditionally enor- 
mous electrocardiograph machine into a 
portable device. GE’s MAC 400 ECG uses a 
lithium ion battery and can perform more than 
100 ECGs without recharging. “An ECG is the 
first point of reference a doctor has to make a di- 
agnosis,” explains Ashish Shah, general manager 
of GE Global Technology in India. “For people in 
rural areas, travelling to town to get one ECG 
done is a troublesome and costly affair. So, we 
decided to give them something at a lower price 
point without compromising on the quality.” 

An ISA-Frost & Sullivan Report (2007) put 
the size of the medical semiconductor market in 


India at an estimated $31.3 million (Rs 144 
crore) in 2008. It is expected to grow at a CAGR 
of 20 per cent to $46.6 million (Rs 214 crore) by 
2010 and to $116 million (Rs 533 crore) by 2015. 

“Traditionally, mobile handsets, desktops 
and notebooks, GSM base stations, set-top 
boxes and energy meters are the top five end- 
user products that drive the semiconductor in- 
dustry,” says Jaswinder Ahuja, corporate vice- 
president and managing director of Cadence 
Design Systems. But now chip makers are eye- 
ing the medical electronics pie, which is getting 
bigger. A recent Ficci-Ernst & Young study has 
predicted a 15-20 per cent growth for the In- 
dian medical equipment market, and the mar- 
ket size is expected to grow to about $5 billion 
(Rs 23,000 crore) by 2012. 

This trend in the medical equipment indus- 
try is expected to drive chip volumes higher and 
reduce the cost of diagnostic tests, advancing 
home and remote monitoring, and telemedi- 
cine. Damon Coffman, president and chief 
technology officer of HD Medical Group, Aus- 
tralia, says, “Semiconductor companies can de- 
sign chips that can reduce the size and weight of 
the equipment, and also help in conserving and 
extending the battery life of these devices.” 

Says Kumar Kushal, chief technology officer 
of Bilcare Research, “Portable, battery-operated 
ultrasound scanners, stethoscopes that 
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display a heart murmur, etc., 
will be invaluable. Helping pa- 
tients with Alzheimer's disease, 
epilepsy and other motor func- 
tion defects are some of the new 
areas that have potential for re- 
search in semiconductors." 





As more am 1 billion Sues n 
will be over 60 years by 2020, | 
the need for in-house medical | 
equipment to monitor health | 
indicators such as blood pres- | 
sure and sugar levels is becom- 
ing important. Freescale Semi- 
conductor India launched its 
ColdFire range of low power microprocessors 
in 2007, which is suitable for pressure sensors 
that enable patients to read their blood pressure 
levels at home. 

Says Krishna Moorthy, managing director of 
National Semiconductors, "Affordable medical 
devices can make preventive healthcare, man- 
aging disability and 
chronic diseases a lot eas- 
ier. Self-monitoring of 
blood sugar, for instance, 
has changed the lives of di- 
abetics across the world” 

In India, Roche Diag- 
nostics was the first one to 
introduce a glucose-moni- 
toring 








X-RAY 


THE ELEC- 
TRONICS | 








IN MEDICAL | 
EQUIPMENT IS 
INCREASING 





VITAL SIGNS 


MONITOR (TD recently announced the AFE5805 family of 


analog front-end chips for ultrasound applica- 
tions. With its small-size features, the AFE5805 


sound systems. 


around doctors merely asking questions to a pa- 
tient situated in a remote location,” says Sanjeev 
Keskar, country manager for sales at Freescale 


[| ing technology such as broadband, doctors sit- 
ting miles away from the patient can view "did 
films on monitors, real-time.” i 


miniaturised packaging technologies are the 
two biggest breakthrough innovations for the 
chip industry in medical electronics,” says 
Bobby Mitra, managing director of TI. 

_ ‘Low power’ to ‘no power’ is what will be re- 
quired to run micro-controllers used in active 
implants of medical devices. Active implantable 
devices require power to replace or augment an 
organs function, or treat associated diseases. 
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MEDICAL IMAGING SYSTEMS 
ENDOSCOPES & PERIPHERALS 


system, Accu- 
Check. Texas Instruments 


brings superior image quality to portable ultra- | 


"At present, telemedicine techniques TA . 


|- Semiconductor India. “But by effectively utilis- 


! . cent, followed closely by Ch 
“Moving from low power to ‘no power a4 | 


| MECHANICAL =| = The power to these devices is supplied by either 
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SURGICAL INSTRUMENTS 
DEFIBRILLATORS 


CT SCANNERS 

MRI SCANNERS 
ULTRASOUND MACHINES 
= X-RAY EQUIPMENT 


> POSITRON EMISSION 
TECHNOLOGY 


- SD-IMAGING EQUIPMENT 


internal batteries integrated into the implanted 


device, or through an external power source. 
The need for faster processors and graphics 
accelerators in the medical/diagnostic sector has ^ 
been driving the semiconductor industry for the 
past decade. In medical imaging applications 
such as X-ray, ultrasound and magnetic reso- 
nance imaging (MRI) devices, the more doctors 
can see while examining a patient, the better 
equipped they areto help the patient. "High-res- 
olution images that can be manipulated in real 


time has driven medical equipment developers - 


to better imaging technologies, faster processing ` 
and high-speed communication capabilities," 
says Viswaprasad Alva, managing director of 
Skanray Technologies. High-speed processing 
also reduces the amount of time a patient is ex- 


posed to X-ray. Beyond performance and scala- 


bility needs, equipment designed for medical 
use must meet extended longevity requirements 


oft up to 10-15 years. The time to market is also a 
-concern and therefore, reducing implementa- 
< tion time is also vital. And as the budgets for 


these products are limited, costs need to be opti- 
mised whenever posible . 






A recent Springboard Research report states that 
India has the fastest growing healthcare market 
in Asia with its growth rate estimated at 22 per 





una and Vietnam. Ac- 
cording to a report by McKinsey, one-fifth of In- 
dia’s population is likely to have medical insur- 
ance by 2015, leading to an. estimated increase in 
consumer spending on healthcare from $2,054 
(Rs 94,484) per household in 2005 to $3,514 (Rs , 
1,61,644) per household by 2015 per annum. 
With the nation’s middle class being able to af- 
ford quality healthcare, this sector is certainly the 
next big opportunity for the Indian chip industry. . 
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[Sr.No] Myth o | 
1. Financial planning is 

for rich people. 

Investment is 

complicated. 
ba Buy Mutual Funds with low 


NAV (Net Asset Value). 





Invest in stocks or 
Mutual Funds when the 
stock market is low. 













Planning for retirement 
should be done when you 
are close to retirement. 
















Educational Campaign: A special initiative by SBI. 


Common myths about saving & investment. 


For more information please write to us at contactcentre@sbi.co.in 
Or call 1800 11 2211 (Toll free from BSNL/MTNL landlines) or 080-26599990 
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Pure Banking. 


State Bank of India Nothing else. 


ry all the way 
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Reality 


Financial planning is allocating savings to financial goals. 
Financial planning is for everybody with dreams. 


Investments should be related to financial goals. To choose the right 
product, help from Financial Advisors should be taken 





Choose a Mutual Fund with a track record of performance and 
a good pedigree. NAV is not the only criterion for selecting a Mutual Fund 





Correct time for investment is now. Investing through 
Systematic Investment Plans (SIP) averages the cost of purchase over a 
period of time. 





Planning for retirement should start as soon as you start earning. The 
younger you start, the less you have to save each month for retirement 





SBI is not responsible and disclaims any liability for actions/decisions based on the above 











Tech Talk | 


MEDICAL INNOVATIONS 


Saved By 
The Skin 


by T.V. Jayan 


An artificial 
skin crafted 

by Delhi 
scientists 
could help 
burn treatment 





IN THESE DAYS OF MUCH-TALKED-ABOUT LIFESTYLE 
diseases, which of late have emerged as a major 
bane to humanity, very little thought is given to 
wounds. Proper treatment of deep wounds, 
arising from a road injury or fire, can actually 
burn a hole in your pocket, quite apart from the 
excruciating pain that comes with such injuries. 

While there is terrible shortage of skin that 
can be harvested from a dead donor and pre- 
served for grafting on a burn victim in countries 
such as India, artificial skin that is slowly enter- 
ing the Indian market can be awfully expensive. 
For instance, a 10cm x 10cm artificial skin 
patch, manufactured by Integra LifeSciences 


Corp. in the US, can cost as much as Rs 40 lakh. 

Fortunately, such price tags may be a thing of 
the past soon. A team of enthusiastic re- 
searchers at New Delhi’s National Institute of 
Immunology (NII) has developed a ready-to- 
use, cheap artificial skin substitute. This bioma- 
terial, made from a commonly used hospital- 
grade, biodegradable polymer, can actually be 
prepared at room temperature by doctors at the 
patient’s bedside and, thus, may pave the way 
for a revolution in burn treatment. 

The NII team, led by bioengineer Amulya 
Kumar Panda, quite accidentally stumbled on 
this miraculous biomaterial that turns into a 
biofriendly synthetic tissue in just two minutes. 
Panda, who specialises in tweaking biopoly- 
mers into carriers of vaccines and drugs, says 
this became possible because of the inter-disci- 
plinary nature of the team. “We have a terrific 
combination,” he quips. While Panda is a chem- 
ical engineer from IIT Madras (MTech) and IIT 
Delhi (PhD), G. Rajmohan, one ofthe two doc- 
toral students who created the biomaterial — 
which they call poly-skin — is a doctor and the 
other, C.K. Anish, a pharmacist. 

“We were exploring ideas to develop an ideal 
base for growing cells,” says Panda. “We found 
that when poly-lactic acid — a biopolymer with 


* "n 
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immense biomedical applications such as self- 
dissolving surgical sutures — is mixed with 
some other chemicals and treated with ethyl al- 
cohol, which is nothing but spirit used in hospi- 
tals, it forms a fine layer in no time.” 

They found — mainly thanks to Rajmohans 
previous medical experience — that the artifi- 
cial biomembrane had most of the appropriate 
qualities that an ideal artificial skin substitute 
needs: the film is of uniform thickness, it is 
porous enough to allow the wound to breathe 
and repels water that falls on it. More impor- 
tantly, it dissolves on its own and can be pre- 
pared at room temperature. “This quality offers 
tremendous possibilities, says Rajmohan. “If 
high temperatures are not required for its cre- 
ation, we can easily impregnate it with drugs for 
healing and growth factors that help new skin 
cells to sprout” 

Thescientists, who have already filed a patent 
application for poly-skin in several countries 
through the Patent Cooperation Treaty, have 
tested its potential in animals and have found 
that it is easy to apply, is stable, and offers a ster- 
ile environment in and around the wound. They 
have further improved the technique of making 
it. “The polymer particles can actually be stored 
in a bottle under refrigerated conditions in a 
hospital, and the doctor can make poly-skin just 
by pouring some spirit and stirring the solu- 
tion, says Rajmohan. While a small patch of ar- 
tificial skin from well-known firms abroad costs 
lakhs of rupees, this can be made with a few 
hundred rupees. “If everything goes well, our 
idea is to have an over-the-counter (OTC) burn 
or injury treatment kit in a few years,” says 
Panda, who believes a renewed stress on inno- 
~ vation made by the NII management prompted 
them to look for such new ideas, rather than just 
publishing papers in research journals. 

Though latest statistics are not available, a re- 
search study by Rajeev Ahuja and others at 
Maulana Azad Medical College in New Delhi, 
which appeared in Indian Journal of Burns in 
2001, claimed that every year 7-8 million Indi- 
ans suffer from burn injury, and nearly 0.2 mil- 
lion die of it. A large number of road accident 
victims, too, suffer deep wounds, which also re- 
quire skin grafting. 

“There is a terrible shortage of skin available 
for grafting in the country,’ says Sunil Manohar 
Keswani, one of the leading plastic surgeons 
specialising in burn treatment in India. 
Keswani, who .is a doctor with the National 
Burns Centre in Mumbai, says this is because 
people in India rarely come forward to donate 
the skin of their dead relatives. 

A typical burn victim dies of infection or de- 





hydration when the protective barrier offered 
by the skin is destroyed during the burn inci- 
dent. Such patients can be saved if the barrier is 
recreated by providing new skin. In major 
burns, in which more than 60 per cent of the 
skin is destroyed, the new skin has to come from 
somebody else and this process is called homo- 
graft or allograft. But this new skin is eventually 
rejected by the body in, say, two-three weeks. 
But until that happens, it helps close a wound, 
provides a barrier against infection and fluid 
loss, and finally, heals the underlying tissues. 

This is where skin banks are handy. Skin 
banking allows scientific removal and proper 
preservation of skin available on cadavers for 
future use on burn victims. Skin banks as a con- 
cept is still to catch on in India, even though 
there are a few skin banks in cities such as 
Mumbai, New Delhi and Kolkata. But in the 
West, it is practised rigorously. In fact, there are 
several cities in the world where the skin of fire 
force personnel employed in the city is properly 
preserved in skin banks so that the fire fighters, 
who are more prone to burns due to the nature 
of their job, can get an immediate skin grafting 
using their own preserved skin. 

Keswani thinks that if what the scientists 
claim is true, then the material has tremendous 
potential. “There is definitely a need to take the 
material to the end so that we know whether it 
is a marvellous product or a damp squib,” he 
says. His organisation, he says, is willing to 
work with the NII scientists to carry it through 
rigorous clinical trials. 

Can poly-skin give a healing touch to burn 
victims? Only time can say. 


t.jayan (a) abp.in 
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FORMIDABLE TEAM: 
Amulya Kumar Panda 
(centre), G. Rajmohan 
(right) and C.K. Anish 
at a lab at National 
Institute of Immunology 
in Delhi; (above) a 
poly-skin being grown in 
a petridish 





Tech Talk 





SCIENCE BUZZ The fortnightly update on innovations and tech policies 


Brainy networks Technology, has now 
developed an ANN 
that will use thou- 
sands of brain cells 
from laboratory rats 
to control simulated 
power grids in the 
lab. The system will 
track and manage the 
constantly changing 
levels of power supply 
and demand. These 
networks may soon be 
used in complex sys- 
tems such as traffic- 
control systems. 





Until now, artificial 
neural networks 
(ANNs), modelled 
along the lines of the 
brain, recognised 
patterns and learnt 
over time. Learning 
was slow and 
decision-making, 
short-sighted. The 
Missouri Science & 
Technology group. 
working with Georgia 
Institute of 


Cell efficiency 
Scientists at the 
National Renewable 
Energy Laboratory of 


Energy set a world 
record for solar cell 
efficiency by 


the US Department of 


converting 40.8 per 
cent of the light that 
hits a cell into 
electricity. The new 
design replaces the 
germanium bottom 


junction with 


compositions of 
gallium indium phos- 
phide and gallium 
indium arsenide that 
split the spectrum 
into three equal parts 
that are absorbed by 
the cell's three junc- 





tions. The new cell is 
a natural candidate 
for the space satellite 
market and for terres- 
trial concentrated 
photovoltaic arrays, 
which use lenses or 
mirrors to focus 
sunlight onto the 
solar cells. 





fertile and disease- 
resistant wheat 
strains. The genetic 
map of wheat is 
considered to be 
particularly 
instructive to 
scientists, because 
unlike many ‘diploid’ 
plants and animals, 
which have two sets of 
chromosomes, wheat 
is a ‘polyploid’ with 
four sets of 
chromosomes. 


More fertility 
Scientists from INRA 
— the French 
National Institute for 
Agricultural Research 
and a part of the 
International Wheat 
Genome Sequencing 
Consortium — have 
mapped the largest 
wheat chromosome: 
chromosome 3B. This 
is a step towards the 
creation of more 





HOW THINGS 





. in Tokyo University have made 





_ storage material using carbon 
aE ees . nanotubes and other polymers that 
E 0 . STORAGE IS ONE OF THOSE TECHNO- can stretch around objects. Imagine 
pacing ut -logies that rarely win public notice. a computer that you can wrap 
Data Stora e But methods of storage have also — -around yourself. Future computers 
g been rapidly improving over the f made of organic material can take ` 
past decade, keeping pace with the any shape and will change current 
phenomenal rate of increase in . notions of computers. 
requirements. So ... New storage media would not 
storage has been based on storing just be able to store large amounts 
one property of the electron: its — of data, they will be super fast too. 
charge. However, an electron has Two months ago, Intel had 
another interesting property: spin. announced the development of an 
Now researchers are learning to p upscibenp that can code data at _ 
| control spin in organic materials - . 200 gigabytes per second, at twice 
that are cheap and easy to make. A the speeds of today’s best optical 
device that uses spin is called - _ chips. Intel's neighbour in Silicon — 
| spintronic, and it would be used as _ Valley, HP, has used a device —— 
; | š a cheap storage medium sometime ` called memristor that can switch — 
Re SESE NR š inthe near future. — — between several states instead of _ 
| EM, 6D 3 M S Š "Antec teana a. -~ justtwo like the transistor, to create 
en = organic materials is that they are < epee UMEN I M thet of. 
Flexible storage | flexible. And so are some of the . the brain. This could one day lead - 
devices will be part of many next . other new materials being - E -to computers that can see and — — 
generation computers and gadgets : developed. For instance, scientists s recognise pupa nent 
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Tech Talk 





TELECOM 


Good Access 


Femtocell, a 
new cellular 
access point, 
promises to 
better mobile 
services 


IRRITATED WITH 
dropping calls and 
poor network 
coverage on your 
mobile? Or tired of 
your data card Net 
connection snapping 
everytime you move? 
While operators 
and the regulator 
play the blame game, 
there is help at hand 
from technology. 
Femtocells or cellular 
access points could 
be the solution. 
Considered a break- 
through for enhanced 
3G services, it is still 
in testing stages in 
India but has been a 
success in over 160 
countries such as Au- 
stralia and the UK. 
Femtocells can be 
used to improve 
mobile network 
coverage by 
supporting multiple 
users in small areas 
such as a home or a 
small business 
environment. They 
can connect mobile 








phones — using 
standards such as 
GSM, CDMA or 
UMTS — to the oper- 
ator’s network via a 
broadband internet 
connection, bypas- 
sing the normal cell 
towers both in urban 
and rural areas. 

According to 
telecom analysts, the- 
se low-power cellular 
base stations could 
help operators cut 
costs by 60-70 per 
cent compared to a 
traditional base 
transceiver station. 

“Delivering 
operators a complete, 
standards-based 
femtocell solution 
will enable them to 
offer new services 
and expand 
relationships with 
their customers,” says 
Timo Hyppola of 
Indoor Radio 
Solutions Product 
Line, Nokia Siemens 
Networks (NSN). 
NSN recently 


MOBILE OPERATO 
NETWORK 


ADVANTAGE CALLERS 

m Gives maximum data rates, 
consolidated communications 
bill and improved indoor 
coverage 

m Reduced battery drain and 
benefit of multiple users/lines 
m Connection to landline frees 
up capacity in the outdoor 
network, which improves 
service quality for everyone in 
the cell 


announced the 
development of 3G 
(third generation) 
femtocell home 
access solutions in 
collaboration with 
video solutions 
provider Thomson. 
The company also 
launched Femto 
Gateway to allow 
operators to 
seamlessly deliver 3G 
multimedia services 
on any WCDMA 
handset. The 
commercial launch 
will be in the last 
quarter of FYO9. 
Telecom experts 
say femtocells also 
give operators the 
flexibility to develop 
new mobile services 
for the home and 
local area network 
that can connect to 
high-speed internet 
access offered by 
operators. 
According to 
ABI Research, there 
will be 102 million 
users of femtocell 
products on 32 
million access points 
worldwide by 2011. 
"There is 
tremendous interest 
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amongst operators; 
we are working with 
operators in India on 
a pilot basis,” says 
Shubhendu Mohanty, 
country head and 
senior director home 
& networks mobility 
at Motorola India. 

But there is a key 
challenge in deplo- 
ying femtocell; how 
the access point 
connects to the 
mobile operator's 
core network, 
whether through a 
wireless or wireline 
connection. “There 
are many solution 
providers such as 
picoChip who offer 
solutions to connect 
both legacy and new 
networks to the 3G 
networks.” says N.K. 
Goyal, a telecom 
analyst and founder 
of Communications 
& Manufacturing 
Association of India. 

Last year, Ericsson 
launched the world’s 
smallest GSM radio 
base station, which 
was a femtocell home 
access point. 











M. Rajendran 


IMAGING: SATKAR J. YONZON 


BUILDING NEW INDIA 


If you are a 


Financial Wizard 
come join 
the winning team 





IDEB Projects Pvt Ltd is an ISO 9001: 2000 Company, established in 1999, targeting to achieve a group 
turnover of Rs. 900 crores by 2009. We have a committed team of over 800 professionals and 5000 
strong workforce and have been successful in inviting foreign equity. Our projects include 
Infrastructure projects like Metro Rail, Elevated Roads, Bridges, Roads, Airports, Industrial Estate and 
Commercial / Residential Projects. 


We are looking for 
Head Finance / Dy. Chief Financial Officer 





Role 

Reporting to the Group CEO, will assume full responsibility and lead the entire range of activities with Private 
Equity Investors, Financial Institutions, Investment Bankers and take the organization to an IPO in about 24 
months. Be responsible for formulating mid and long term financial strategies, treasury management, 
budgeting, audit, corporate governance, MIS and Tax management. The incumbent is expected to be the 
externalface ofthe company in financial circles. 

Profile 

Management Graduate from a premier institute or Chartered Accountant with 15 — 20 years of exp. with 
Investment Banks, Financial Institutions / Industry with exposure to Treasury Management and IPO 
process. 

Location 

Corporate Office, Bangalore. 


The compensation will be attractive and commensurate with the merit of the candidate. 


Please send your updated resume within 7 days to headhr@idebinc.com or Courier directly to Head - Human Resources 
& Administration, IDEB Projects (P) Ltd., 9” Floor, Delta Block, Sigma Soft — Tech Park, # 7, Whitefield Main Road, Varthur 
Kodi, Bangalore - 560 066. ————————————————————————- website: www.idebinc.com * Tollfree: 1800 425 1006 
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Ahmednagar * Bangalore * Chandigarh * Dehradun * Delhi * Goa * Jaipur * Kashipur * Maldives * Mysore * Noida * Patiala * Pune 








ENVIRONMENT 





een Goddess 


i AFTER ENVIRONMENT-FRIENDLY CLOTHES, DYES 
Puja pandals and accessories, it is the turn of the gods to go 


acr oss Nest P ant The fierce Goddess Doa i in her eco- 
i: iendly tar, is here to Mu démons, 
















ae that the yellow colour used 
by idolmakers ma hich content of lead 
and chromium. 

So, puja pandals across West Bengal and 
Delhi are now coming up with innovative ways — 
to celebrate a clea an Bend green festival. To m 


GETTING INNOVATIVE: 
Nabadurga Mitali Sangha 
Puja Pandal and Ajeya 
Sanghati Durga Puja Pandal 
(right) received Green prize 
for adopting a global warming 
theme, last year in Kolkata 
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calcium component pollutes the river/sea on 
immersion. 

At Salt Lake, Kolkata, some idol makers 
are using lead free paints. The pandalin 
Hatibagan, North Kolkata is being constructed 
only using bio-degradable material. But the 
most eco-friendly of them all is the puja 
organised by the Bidhan Sangha Club in 
Chakdaha (in Nadia district). There the idols 
are made of unconventional materials such as 
the bulbs of a water-hyacinth plant (better 
known as Kachuri pana), waste paper and jute 
sacks. Last year, Ajeya Sanghati Durga Puja 
pandal at Haridevpur and Nabadurga Mitali 
Sangha Durga Puja pandal, Garia, in Kolkata 
received the Green prize for adopting a global 
warming theme. Both used terracotta and mud- 
based materials for the idol and the pandal. 

Chittaranjan Park (C.R. Park), the mini- 
Kolkata of Delhi, is not far behind. One of the 
organisers at the Durga Puja Samiti at Mela 
Ground, says even the goddesses’ ornaments are 
made of clay this year. At another pandal, clay 
idols painted with herbal colours are being 
worshipped. This is the handiwork of artisans 
from Chandannagore, West Bengal. The colours 
have been created by the artisans themselves 
from leaves and flowers. 

That is not all. One of the puja committees of 
C.R. Park, Co-Op Ground Durga Puja Samiti, 
is hoping to take the go-green campaign a step 
further. Next year, they plan to immerse the 
idols in a four-feet deep pond they plan to dig. 
This pond, the colony' contribution to the ‘Save 
Yamuna’ cause, will be build especially for this 
purpose. Indrajit Sen, a local resident, explains 


PHOTOGRAPHS: ABP 
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why this good deed is 
being postponed: 
"This year we did not 
have the time and the 
money. Clay idols 
with inlaid pipes to 
aid the dissolution are 
being planned, but the 





costis an issue. The š 

expenditure on idols z : 

could shoot up to a i 

whopping Rs 7-8 lakh 

from the current Rs 1.5 lakh. GREEN EFFECT: 


An artisan at C.R. Park 
using soluble water 
colours to paint an idol 
of Goddess Durga 


There are still more environmental evils to 
be won over during Durga Puja. The puja 
organisers at C.R. Park have decided to use the 
flower offerings for vermiculture projects or as 
compost in the parks. The decorations will also | 
be re-used. "These decorations cost around 
Rs 1 lakh, so it is impossible for the decorators 
to throw them away. They re-use it at | 
weddings and other functions; says Abhijit | 
Sen of Co-Op Ground Durga Puja Samiti. 

Hopefully, more and more puja pandals will 
ape the eco-friendly ones at Kolkata and Delhi. 

Meanwhile, a lot needs to be done to make the 
festival pollution free. The use of loudspeakers 
can be avoided to reduce noise pollution; 
crackers should be a complete no-no for those 
who care for the air they breathe; immersion of 
small idols can be done in buckets, and the 
water can be later used for watering plants. All 
this, certainly is a breath of fresh air for the 
festive season. Hope we take a cue from the 
Durga Puja celebrations for Diwali as well. 
Chumki Sen 





SANJAY SAKARIA 


Gadgets 


SLICK SCANNER 


WARY OF FLIPPING 
through your stack of 
cards to search for 
information on some- 
one you met at a 
conference four years 
ago? Well, the pain is 
now over with funky 
card scanners hitting 
the market and 

some even built into 
mobile phones. 

The new card scan- 
ners from companies 
such as Mumbai- 
based Centrafest, or 
US-based Cardscanner 
don’t just scan cards 
and store the data, but 
also sort information 
and store them in a set 
format. The phone 
numbers and addre- 
sses, for instance, go 
into different slots. So, 
all you have to do is 
scan the card with 
your scanner and the 
rest will be done for 
you. The scanned data 
gets stored in a digital 
format, in the device 
that the scanner is 
connected to — com- 
puter, pen drive, etc. 

Card scanners built 
into mobile phones 
are available in 
Europe from Sony 
Ericsson (G900), HTC 





(TyTn Il). Prices for 
such phones start 
from Rs 20,000 for 
the G900, and can go 
up to over Rs 25,000 
for the TyTn Il. 
Cardscanner has 
also launched scan- 
ners that can slot data 
according to the date 
and place of meeting. 
If you are registered 
on the company's 
website, you don't 
need to have a 
scanner to retrieve 
your data. But at Rs 
17,000, they are 
expensive. Sources 
say these gadgets are 
mostly bought by 
companies and orga- 
nisations, and seldom 
by individuals. About 
a thousand scanners 


get sold in a year. 


If the price tag of a 
fancy scanner blows 
you away, there are 
always the Chinese 
one, available 
between Rs 2,000 


- and Rs 7,000. These 
are the ones that sell 


well in India — more 


than 4,000 pieces a 


year, says Atul Gupta, 


distributor of 


CardScanner in India. 


Janhavi Abhyankar 
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IT WAS KNOWN AS THE 
deadliest dog breed 
in the 1990s. 
According to the 
American Veterinary 
Medical Association, 
Rottweilers were 
involved in 33 fatal 
attacks on humans 
between 1991 and 
1998. There were 
some near fatal 
attacks reported in 
India as well. 

But statistics have 
not deterred dog 
lovers from keeping 
Rottweilers as pets. 
Says Delhi-based 
veterinary surgeon, 
Dr Raman Deep 
Singh Chaggar, “I 
have many clients 
who still have 
Rottweilers. In fact, 
one of them has had a 
very well-behaved 
Rottweiler for the 
past 10 years. He is 
almost always kept 
unleashed.” 

Many vets believe 
that a balanced diet 
sometimes reduces 
the aggression of 
these dogs. They 


4 DREAMSTIME 





PETS 


It’s a Dog’s world 


recommend premium 
brands of commercial 
dog foods such as 
Royal Canine and 
Science Diet, which 
are available in India. 
These, they say, are 
well-researched diets 
and can calm a 
Rottweiler down. 
De-sexing of a dog 
is another well- 
known way of taming 
a dog, especially 
aggressive breeds. 
But this trend has not 
yet caught up in 
India as owners want 


MAN’S BEST FRIEND: 
Aggressive Rottweilers 
can be controlled with 
special diet 


their dogs to live 
‘normal’ lives. 
Rottweiler owners 
however, have to be 
cautious, warns 
Chaggar, “They can 
attack owners and are 
unpredictable.” 
Originally herding 
dogs, Rottweilers are 
generally preferred as 
guard dogs for 
protection and safety. 
Binu Kwatra 


Swan SOng: Ballerinas perform at a dress rehearsal for Anthony Dowell's 
production of Swan Lake at the Royal Opera House in London. 
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AUTOMOBILE 


Smart substitute 


` THE GOOD OLD TATA 


Indica developed a 
workhorse reputation 
for tackling Indias 
crazy roads, crazier 
drivers and jaywalk- 
ing animals. But no 
matter how much 
Tata Motors tried, the 
Indica couldn't get 
rid of its frumpy, 
Third-World looks. 

So, when the Indica 
re-appeared before 
the Tata’s team of car 
surgeons, they started 
with a facelift. Result, 
the new Indica Vista 
with slimmer, hipper 
tail lights, ‘organic’ 
curves, a mild mo- 
hawk down the centre 
of the hood and more 
bling in the head- 
lights. With a body 
longer by 12 cm, an 
extra 7 cm of wheel- 
base and roomier 
interiors, the Vista 
also sits on a brand 
new platform. 

The Vista line now 
has a brand new 1.4 
litre TDI engine in its 
high-end Aura ver- 
sion, while retaining 
the superb 1.3-litre 
quadrajet engine in 
Vista Terra. The TDI 





DESIGN REVAMP: 
Indica Vista has 
upgraded both looks 
and performance 
engine promises up to 
15 kmpl in city condi- 
tions — something 
that will be hard to 
match even for cars 
with smaller engines. 

The Vista's imp- 
roved performance 
and looks and 
roomier interiors 
means that Tata 
Motors has done 
everything possible to 
create a suitable 
successor to a very 
successful product. 
Sadly, though, for a 
car that has been 
completely rede- 
signed, even the Aura 
version doesn't have 
airbags or anti-lock 
brakes — perhaps a 
reflection of the fact 
that safety still isn't a 
top concern for most 
Indian drivers. 

The new Indica 
Vista starts at Rs 3.49 
lakh for the 1.2] Vista 
Terra and goes up to 
Rs 4.88 lakh for the 
quadrajet-fitted 
Vista Aura. 


Pierre Mario Fitter 
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BON VIVANT 
Man-made heaven - 


WT PA EE sam De REE ANG 
miles of golden sand, this could be (ae 
or the French Riviera. Everywhere, there are — "n 
parasols. Some play volleyball, while others - 
sunbathe, a book or a drink in hand. 

But no, this is central Paris. For the month 
of August every summer, the Georges ` B 
Pompidou expressway along the beni oU Qo E 
Seine river becomes a pedestrian refuge, where — 3 
e E Y 
usually a busy motorway. 

For the few who can't leave the clip ia ies 
summer, the P; (Paris Beach) project, - 
enin mede Beachi dong MEn 2 
saver. Canoeing, swimming — not in the == 
Seine thankfully, but in floating pools — — d 
beach volley, dance lessons and rock — — 
climbing count among the activities on the — 
on as children splash happily in the water, — 
and cyclists and roller-skaters coast = = = 
along the riverside. code 

By lunch time, it is almost impossible to. - S= 
find a free chair as families in large numbers _ 
throng the beach to picnic. The place stays - 
alive late into the night, as Parisians enjoy 5A 
their evening drinks by the Seine river, aftera — 
hard day's work. Concerts and short plays arè i 
also organised on the beach in the evening. 
Tourists too have taken to the sands of Paris ` 
Plage. The beach, which is now three years _ 
old, Attracts inire than tiros ME 


every year. 
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BROWSING 


Rohtas Goel 
CMD, Omaxe 

At the moment, | am 
reading Straight from the 
Gut by JACK WELCH. In 
this book, the legendary 
Welch shares his 
experiences. And | agree 
with him when he says 
that ideas that flow from 
the human spirit are 
absolutely unlimited, and 
all one has to do is tap 
into that well. | read all 
kinds of books, but prefer 
those ones that provide a 
critical historical 
analysis of management 
and organisations. The 
other books on my list are 
Business @ The Speed Of 
Thought by Bill Gates and 
Sam Walton: Made in 
America by Sam Walton 
and John Huey. 


by pierre mario fitter 


HOT, FLAT, AND CROWDED why THE 
WORLD NEEDS A GREEN REVOLUTION - AND 
HOW WE CAN RENEW OUR GLOBAL FUTURE 
BY THOMAS L. FRIEDMAN; PENGUIN/ALLEN 
LANE; PAGES: 412, PRICE: Rs 595 


REEFIGDCPEERPC<TTCOBCOGY. TRY TO REMEMBER 
this equation; it is important. While it certainly 
isnt as sticky as Thomas Friedman’s other 
catchphrases such as “golden arches theory of 
conflict prevention” or “the flat world”, it may 
just be the most important one he has 
ever dreamt up. 

HOT, FLAT, AND CROWDED examines the 
three forces that Friedman feels are the most im- 
portant long-term trends. The ‘hot in the title is 
obvious: global warming. A highly mobile, re- 
source-hungry, connected, global middle class 
that aspires to higher living standards is the ‘flat’. 
And population growth, particularly in the de- 
veloping world, which is gobbling up what little 
resources remain, is the ‘crowded’. All these, he 
says, are making the world an increasingly dan- 
gerous and uncomfortable place to live in. 

Tongue firmly in cheek, Friedman wants the 
Department of Homeland Security to scrap all 
the crazy colours in its warning system and re- 
place them with just one: green. ‘Code green’ will 
wake everyone to the danger of climate change, 
and it will help make the US the world leader in 
clean power and energy efficiency. 

Americans consume more resources and emit 
more carbon than the average human. Their 
conspicuous consumption has attracted others. 
Europe now has a similar-sized, resource-hun- 
gry middle class, as do China and India. The 
trouble, Friedman says, is that both China and 
India will add the equivalent of another Amer- 
ica, each, within 20 years, as will South America 





of the Twenty First Century. 


THOMAS L. FRIEDMAN, the foreign 
affairs columnist for The New York 
Times, is a three-time Pulitzer Prize- 
winner and author of From Beirut to 
Jerusalem; The Lexus and the Olive 
Tree: Understanding Globalisation; 
and The World is Flat: A Brief History 


_ Code Green: One 
America Is Enough 


and South-East Asia. Where the world once had 
one polluting, energy-hungry America, it will 
soon have eight. This is unsustainable. So, 
Friedman proposes solutions. The most impor- 
tant, he says, is the need for a clean, cheap 
source of electricity. He favours taking an all-of- 
the-above approach with wind, solar, biomass, 
geo-thermal and tidal energy all playing 
equally important roles depending on their 

availability and cost-effectiveness. 

Two, he wants more energy efficiency. In one 
experiment in Washington State, Friedman de- 
scribes how domestic coffee machines, big- 
screen televisions and heaters started talking to 
each other and to the power utility over an *en- 
ergy internet". This not only helped the power 
utility make better predictions of energy de- 
mand — thus cutting out unnecessary power 
generation — but also allowed an intelligent 
mechanism that raised or lowered the price of 
power depending on real-time demand from 
consumers. This, he says, was then communi- 
cated to consumers so they could set their appli- 
ances to automatically switch on or off, depend- 
ing on the price. 

Friedman says such innovation is the key to 
solving the problem. He wants to see 10,000 in- 
novators in 10,000 garages and labs working on 
10,000 crazy ideas, any of which could create the 
next breakthrough. But he argues that this will 
never happen as the present market is geared 
too heavily in favour of dirty fossil fuels and inef- 
ficient power grids. No entrepreneur/inventor 
will stake his money on a project that cannot 
sell. As such, he wants governments to draft 
policies, incentives (and disincentives) and tax 
breaks that will spur research and innovation in 
renewable energy and energy efficiency. 

On the surface, Friedman's book seems to 
have come in a bit too late. Newspapers 
and magazines, including BW, have 
covered climate change for years. And 
sadly, only the cover title has changed 
between the US and global editions 
(replacing ‘we’ and ‘America’ with 
‘world’ and ‘global’), although the book 
still addresses an American audience. 
This may alienate readers from other 
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countries who will likely form a substantial por- 
tion ofthe book's audience. 

But only a fool will ignore Friedman's mes- 
sage. His magic equation mentioned earlier is 
to develop a renewable energy ecosystem for in- 
novating, generating and deploying clean 
power, energy efficiency, resource productivity 
and conservation, which costs less than the true 
cost of burning coal, oil and gas. This is — to 
paraphrase the legendary venture capitalist 
John Doerr — the biggest economic opportu- 
nity ofthe next 100 years. 

Friedman's trademark wit, folksy charm and 
armoury of anecdotes takes climate change out- 
side the realm of politics and science, and 
brings it to dinner tables and office water cool- 
ers. Of course, many scientists and politicians 
have come before him, but Friedman’s reputa- 
tion — he has won three Pulitzer prizes — 
serves to buoy the cause. Even if you believe 
^ global warming is a liberal conspiracy to usurp 
oil company profits, give this a read. The master 
communicator will leave you with little doubt. 


SELECTION 1 
172 -- Son Of 
Di; HOMECOMING The Soil 


THE HOMECOMING 
BY SHASHI WARRIER; 
PENGUIN; PRICE: Rs 299; 
PAGES: 304 





FIRST, THE BAD PART — THIS IS 
a depressing tale. Shashi Warrier's main protag- 
onist, Javed Sharif, wants to retire after having 
`” built a decent carpet export business and hav- 
ing trained his two sons in it. But Sharif’s world 
slips into chaos once he returns to his Srinagar 
home to attend his octogenarian father’s birth- 
day. A slightly naive but basically a good man, 
Sharif is subjected to humiliation, deception 
and rejection by everybody he holds dear — his 
country's law-keepers, his friends and family, 
including his father whom he idolised for being 
an idealist and for having participated in India's 
freedom struggle. While his characters are well- 
fleshed out and very real, the writer too often 
slips into perfectly editable ramble. 

However, there are many good parts to this 
novel. The foremost is its core theme of an indi- 
vidual versus the state in times of social and po- 
litical strife. Then, the novel offers a fair insight 
into the varying mindsets of the Kashmiris — 
the beneficiaries and victims of terrorism as 
well as state brutality. Also, despite it being a 
substantially political novel, the writer does not 


fall into the patriot's trap of using the tale to 
expound a partisan point of view. Though 
eventually the personal tragedy crushes the 
protagonist, it is the farcical subversion of the 
social systems — the state, its laws, democracy 
and the family — which carries the novel for 
much of its course. 

Overall, worth a read for the issues it deals 


with, albeit it demands a pile of patience. 
Feroz Ahmed 


SELECTION 2 
Being 
‘Enlightened’ 


THE PATHS TO ULTIMATE SALVA- 
tion are multiple and varied. 
This is something that we 
have heard from our elders, 
learnt through scriptures and 
been lectured about by the 
‘enlightened’ souls. In fact, even the 24x7 reli- 
gious channels have made espousing of this 
truth the core of their business. 

However, in MAD AND DIVINE: SPIRIT 
AND PSYCHE IN THE MODERN WORLD 
(Penguin/Viking), psychoanalyst Sudhir Kakar 
has attempted to examine the successes and 
failures of the ‘enlightened’ spirits in attaining 
salvation. Kakar has done a dipstick survey of 
the lives of Godman Rajneesh, the divine mad 
man Drukpa Kunley and Mahatma Gandhi to 
study their practice for attainment of spiritual 
emancipation. Says Kakar, “Today, as we gain a 
more intimate knowledge of lives of saints and 
spiritual masters than was provided by ha- 
giographies, we can say that the spirit, when it 
soars, often pulls up the psyche in its wake.” 

The author uses two truths of nature — ‘sex’ 
and ‘separation’ — to study the spiritual truth 
that the saints attempted to examine. The au- 
thor’s training in psychoanalysis at the Sig- 
mund Freud Institute in Frankfurt reflects in 
the way he dissects the critical role played by sex 
in the lives of the saints. 

Kakar has examined the classic dichotomy of 
ritual and divinity by revisiting his childhood 
and youth, and he admits, “all such articula- 
tions are fated to remain incomplete”. The au- 
thor holds the attention of the curious by first 
fuelling spiritual debates, and then carrying 
them through to the end. 

A well-edited book, with nice servings of rele- 
vant notes and references that the erudite will 
relish, this one should satiate the intellectual 
and spiritual hunger of inquisitive souls. 

M. Rajendran 
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ALERT 


AMERICA AND 
THE WORLD: 
CONVERSATIONS 
ON THE FUTURE 
OF AMERICAN 
FOREIGN POLICY 
BY ZBIGNIEW 
BRZEZINSKI, BRENT 
SCOWCROFT AND 
DAVID IGNATIUS 
BASIC BOOKS 

With all eyes on the US 
economy at the moment, 
its (mis)adventures in 
Afghanistan and Iraq are 
quiet easily pushed into 
the background. At such 
a time, a book that brings 
together the views of 
Zbigniew Brzezinski, 
National Security Advisor 
to President Jimmy 
Carter; and Brent 
Scowcroft, National 
Security Advisor to two 
presidents and Military 
Assistant to President 
Richard Nixon, on the 
future of US foreign 
policy serves as a 
reminder of how we need 
to rethink, reorganise and 
realign the world econo- 
mically, socially and poli- 
tically. Their discussions, 
moderated by David 
Ignatius, also focus on 
the foreign policy 
challenges facing the US 
and some other countries. 
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From Here To Power 


The govern- 
ment should 
appoint a 
powerful 
regulator and 
leave to him the 
task of building 
a competitive 
nuclear power 
industry 





THE INDO-US NUCLEAR AGREEMENT HAS FINALLY 
won the support of the US Congress, which 
brings to an end the embargo of the Nuclear 
Suppliers' Group on trade with and technology 
transfer to India. Members ofthe Group will in- 
dividually have to dismantle their embargoes. 
India already has a potential supplier in the US. 
More countries will join the US pro- 
viding India creates a transparent 
mechanism for fuel and technology 
imports which gives every supplier a 
fair chance to enter the Indian mar- 
ket. This is the next step to take. 

One way to go would be to issue a 
global tender for the construction of 
a number of public sector nuclear 
power stations This is the line of 
least resistance for the government. 
All the nuclear plants have hitherto 
been owned by the central govern- 
ment; it will be sorely tempted to 
own any new ones as well. It does not 
have the money to do so. It has mis- 
managed the public finances in the 
past four years, and is running an 
enormous fiscal deficit. But that will 
not deter it. It can always print 
money. Even if it does, however, there is a point 
in introducing competition in the construction 
of new nuclear power plants. French and Amer- 
ican companies can obviously be in the fray. 
More countries and companies can be induced 
to compete. German and British firms will be at 
a disadvantage, since they have not built any 
new plants for some decades now; but that ap- 
plies equally to American firms. However, Rus- 
sia has the capability to enter the market, and 
will no doubt wish to do so. The more competi- 
tors there are, the better for India. 

Construction technology is crucial; but oper- 
ational technology is not trivial. There are im- 
portant issues relating to safety and to the stor- 
age of spent fuel. Every country that produces 
nuclear power has addressed these issues in its 
own way. These solutions can also be made to 
compete if foreign companies are brought into 
plant operation as well. The best way to do so 
would be to set up joint ventures with those 
companies to build and run power plants. 
There could be four or five complexes in differ- 
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. ent places, to be run by different joint ventures. 


The government has always found it easier to 
collaborate with foreigners than with Indians. 


Many public enterprises have joint ventures 
with foreign companies, none with Indian com- 
panies. There is a reason for this forbearance — 
that no private firm should be favoured by the 
government, and none should be in a position 
to exert undue influence upon it. But the latest 
defence procurement policy has another model 
which can be considered with advantage in the 
present context, namely joint ventures between 
Indian private companies and foreign compa- 
nies. A.K. Antony, the defence minister, obvi- 
ously thought of this because government en- 
terprises are egregiously incompetent at 
producing arms in time and at competitive cost. 
But regardless of context, this is a model worth. 
trying out in nuclear power as well. 

Bringing in Indian private firms would have 
another advantage: the government would not 
have to play favourites amongst the competing 
countries. Nuclear plants are expensive, con- 
tracts to built them are lucrative, and the gov- 
ernment will have a hard time negotiating with 
other governments to build them. Rather than 
risk spoiling relations with important coun- 
tries, the government should let Indian firms 
find their own partners amongst foreign firms. 

The best model, therefore, is the one that the 
government unsuccessfully tried to introduce in 
ultramega power projects — a public tender for 
the supply of electricity in which the applicants 
would have to bid on the basis of the cost of 
power; the combine that offered power at the 
lowest price should win. It is not necessary to 
restrict the ownership of the bidders; they may 
be Indian or foreign firms or joint ventures. But 
they should be required to specify the source of 
their technology and fuel; that would define 
their foreign connections. The contracts should 
specify, besides the price, the technical and 
safety standards the suppliers would have to 
meet; the country cannot afford incompetent or 
neglectful nuclear power suppliers. 

These standards should not only be specified; 
they must be monitored and enforced. This is 
the most important function of the govern- 
ment. It must create a nuclear power regulator, 
charge it with the close and continuous surveil- 
lance of private plants, and give it strong powers 
to intervene if it finds things going wrong. Fair, 
stringent and technologically competent regu- 
lation is the most important contribution the 
government can make to the emergence of an 
efficient nuclear power industry. 
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Capitalism 
In Crisis 


'SHOCK THERAPY' WAS 
Milton Friedman’s 
favoured economic 
prescription. His 
view that states 
should limit them- 
selves to defending 
borders, personal lib- 
erty and contracts 
was never accepted 
by sane people in or- 
dinary circum- 
stances. So the high 
priest of libertarian- 
ism began (mis)using crises to 
push his agenda. “Only a crisis — 
real or perceived — produces real 
change,” Friedman averred. He 
first tested this in 1976, after Au- 
gusto Pinochets violent US- 
backed coup in Chile. With the 
country reeling, Friedman led the 
despot into reversing Chile’s social- 
ism by cutting taxes, regulations 
and social spending, and privatis- 
ing industry. Even months before 
Friedman died in 2006 at 94, he 
spent the days after Hurricane Ka- 
trina devastated New Orleans 
killing its public education system. 

But Newtons laws are more cer- 
tain than Friedmans. 'Shock ther- 
apy has short-circuited markets 
and an equal and opposite reaction 
to unfettered capitalism is rising. 
Even Friedmanites are now crying 
for state intervention — but selec- 
tively. They want states to save 
companies but not jobs. So while 
business has got $2 trillion in 





bailouts, 200 million 
workers have got 
pink slips. 

Naresh Goyal and 
Vijay Mallya have 
been the first Indian 
champions of selec- 
tive capitalism — 
asking for $ 1 billion 
in help while sacking 
thousands. Their 
plans have been 
stumped for now, but 
layoffs are now a seri- 
ous problem. India's 35 million or- 
ganised sector workers enjoy 
(overly) rigid protections. But the 
young pups and older optimists in 
management who took growth for 
granted should prepare — finan- 
cially and mentally — to face the 
pink slip demon. India's 465 mil- 
lion unorganised sector (including 
agriculture) workers are worst off. 
They have no protection or safety 
nets, and lakhs are being sacked. 

The fallout of this can be man- 
aged by common sense rules. India 
Inc. should be allowed to trim its 
flabby middle, but not too easily. 
Supports, such as job-loss insur- 
ance and training, should be cre- 
ated for workers, who must receive 
part of any bailout their firms get. 

But India does not have the nec- 
essary political will and public un- 
derstanding. This is a greater 
threat to our progress than today's 
crisis. It will pass sooner than we 
will mature. 
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Social Responsibilities 
From an economic viewpoint it is good news 
that Indias oil and gas companies — such as 
IOC, RIL, ONGC and BPCL — are leaders 
when it comes to rankings (‘Growing On Raw 
Power, BW, 27 October 2008). But what does 
their success really signify? It certainly implies 
that the companies' net profits are rising as a 
result of high demand for their products. 
However, it also means that people are 
consuming more oil than ever before, thereby : 
contributing to global warming — which is not 
good news. It is time oil firms change their 
one-track mind and invest on developing clean 
fuels. Ethanol is a case in point. Oil firms 
should build facilities to produce ethanol in 
large scale in the country since they also will be 
compelled to look beyond hydrocarbons in the 
future. They should also collaborate with auto 
makers to develop alternative fuel engines. 
Mukund Sharma, via email 





Mirror Reflection 


The BW rankings of the top 500 companies couldn't have 
come at a better time (The BW Real 500; BW, 27 October 
2008). In these volatile times, when investors are jittery 
about their investments and the companies they invest in, 
BW 's rankings can prove to be a guiding light in the 
gloomy sky. Done on relevant parameters, the methodology 
was exhaustive. It put forward a realistic standing of firms 
in terms of their profitability, total assets and return on 
assets rather than just focusing on their market capital. The 
list of most profitable firms and rankings by shareholder 
returns will help individual equity investors take wise 
decisions. Moreover, it is heartening to know that the 
countrys oil and gas companies dominate the top eight 
slots — a testimony to India's growing energy prowess. 


Prakash Mathur, Bangalore 


Hard-earned Reputation 
I completely agree with the author when he 
says that Bengalis must learn to talk to one 
another before they can talk others into 
coming to Bengal (Nano Finds A Home, BW, 
27 October 2008). Reputations are not built 
overnight, they take time and wise decision- 
making. Gujarat has always been at the 
forefront of attracting businesses — both 
domestic and foreign. Whatever the 
perception of Chief Minister Narendra Modi is 
in political circles, the reality is that he has 
always been instrumental in encouraging 
industrialisation in Gujarat. Mamata Banerjee, 
on the other hand, looks more focused on 
strengthening her image rather than West 
Bengal's. In all likelihood the Singur debacle 
will haunt future West Bengal governments for 
a long time to come. 

Sujoy Das, Kolkata 


Irresponsible Behaviour 

The callous attitude of media in the Delhi blast 
coverage was appalling ( ‘Cause And Effect’, 
BW, 29 September 2008). Hindi news 
channels often attempt to sensationalise news. 
These channels lack moral and ethical values. 
They focus more on the home minister's attire 
rather than news analysis. These channels 
ought to be regulated unless they learn what 
'freedom of speech' really means. 

Suresh Swamy, via email 


Letters may have been edited for brevity. 
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Indias job market is seeing 
the worst crises in a decade, 
with retrenchment and layoffs 
spreading across all sectors. 
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Is the UPA 
government 
crumbling 
under the 
vagaries of 
a coalition? 


ME, TOO: DMK chief 

M. Karunanidhi (left) is 
the latest to demand his 
pound of flesh from 

the Prime Minister 
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UNREALISTIC POLITICAL 
demands are exacting 
a toll on the economy. 
After Mamata Baner- 
jee squelched the 
Nano project and 
Amar Singh rocked 
the petroleum indus- 
try, it is now the Dra- 
vida Munnettra Ka- 
zhagam (DMK) that 
is asking for the 
moon. No, it does not 
want party chief 

M. Karunanidhi to 
get a ride aboard'the 
Chandrayaan 1; it 
wants New Delhi to 
get Colombo to end 
military action 
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against the LTTE. 

The Congress-led 
UPA government 
wants to be seen as 
being compassionate 
to the Tamil cause 
and Foreign Secretary 
Shiv Shankar Menon 
has asked Colombo to 
address the LTTE's 
demand for an inde- 
pendent Tamil nation 
politically, not mili- 
tarily. There are also 
reports that Foreign 
Minister Pranab 
Mukherjee will visit 
Colombo soon. 

But with the Sri 
Lankan military 


sensing a victory over 
the LTTE, it is likely 
to press on. Colombo 
also feels no moral 
obligation to heed 
New Delhi's “hypo- 
critical" advice, a 
diplomat says on con- 
dition of anonymity, 
because India itself 
has consistently re- 
jected any foreign *in- 
terference” in areas of 
internal unrest, such 
as Kashmir. 

All of DMK's 20 
Members of Parlia- 
ment have already 
submitted their sym- 
bolic resignations to 
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their party, which is 
expected to formally 
withdraw from the 
coalition by the end of 
this month. That 
would reduce the 

UPA to a minority 
and hasten the next 
general election. 

That will not be 
good news for the al- 
ready jittery markets. 
Electoral pressures 
on political parties 
and the government 
could rock the policy- 
making needed to 
quell the current eco- 
nomic crisis. : 

Team BW 





POLITICS 


"We (Europe) don t have an economic 


government worthy of that name." 


No, Minister 


Manmohan 
Singh and P. 
Chidambaram 
are going 
back on 

their words 


CORRECTED: Chidam- 
baram has finally ad- 
mitted that Indian the 
markets are in a flux 


OIL UNDER PRESSURE 


FINANCE MINISTER 
P. Chidambaram and 
Prime Minister Man- 
mohan Singh seem to 
have finally shed their 
rose-tinted glasses. 
Both admitted last 
week that the Indian 
markets would be 
indirectly affected by 
the global cash 
crunch. Chidamba- 
ram even termed the 
situation one of the 
most difficult in 
modern history. 
Earlier comments 
from the Prime Min- 
ister’s Office and the 
finance ministry 
seemed too optimi- 
stic. In September, 
Singh had said India 
should be part of the 
solution to the global 
financial crisis. On 


Crude oil prices fell below $70 a barrel for 
the first time in more than a year on concern 
that a rescue of the world’s banks won't be 
enough to stem a decline in global demand. 
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Bloomberg 


SANJAY SAKARIA 


1 October, Chidamba- 
ram said, “Indian 
market is sound and 
there is no need to 
panic.” The Sensex 
may have temporarily 
recovered that day 
but in 10 days begi- 
nning 1 October, it 
lost close to 20 per 
cent and closed at 
10,527 on 10 October. 
And now it is the 
Planning Commis- 
sions turn to be over- 
optimistic. It recently 
lowered its estimate 
for inflation in March 








2009 from 8 per cent 
to 6 per cent. 

True, global crude 
prices have crashed to 
about $70 per barrel, 
but what Yojana 
Bhawan appears to 
have overlooked is 
that OPEC has 
already announced 
its plans to go for a 
production cut. 

Are these state- 
ments less about the 
economy and more 
about the forthcom- 
ing general elections? 

Binu Kwatra 
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Venture capitalists 
in the Silicon 
Valley are a wor- 
ried lot. The busi- 
ness confidence in 
the Valley is at a 
five-year low, says 
the latest survey of 
33 venture capi- 
talists done every 
quarter by the 
University of San 
Francisco School 
of Business and 
Management. 

The index, now 

at 2.89 on a scale 
of 5, has been 
falling consecu- 
tively over the past 
four quarters. 





OPENING DP, 
AT LAST 


Pakistani students 
share a light 
moment as they 
watch vehicles 
enter the Indian 
side of the Line of 
Control, the 

de facto border 

in Kashmir. 

On 21 October, 
India and Pakistan 
opened a trade 
route between the 
two sides of the 
divided Himalayan 
region for the 

first time in 

six decades. 


COMMODITIES 


Market-driven 


Why the 
cooling of 
commodity 
prices is good 
news for the 
government 


THE FALL IN COMMO- 
dity prices, especially 
that of steel and oil, is 
a good opportunity for 
the government to 
wash its hands off 


price intervention. 
Commodity prices fell 
21 per cent in October 
on fears of a global 
slowdown. 

A few months ago, 
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the steel ministry had 
put a freeze on steel 
prices on the back of 
higher inflation. 
While domestic 
steel producers agreed 
at that time, now the 
situation has reversed 
with cooling of steel 
prices. Steel makers 
are now asking for 
protection — in the 
form of higher import 
duty on steel or higher 
export duty on iron 
ore. Domestic steel 
prices are today 6 per 
cent lower than world 
prices, according to 
the latest Motilal 
Oswal metal report. 
Also, the petroleum 
ministry could align 
at least petrol prices 
quickly to that of 
market prices. Then, 
the pain for Indians 
would be lot less. 
Muthukumar K. 
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China Slows Down 


CHINA'S ECONOMY EXPANDED AT THE 
slowest pace in five years as the financial 
crisis cut demand for exports. According 
to the National Statistics Bureau in 
Beijing, gross domestic product (GDP) 
rose 9 per cent in the third quarter from a 
year earlier, the slowest since 2003 when 
growth suffered during the SARS 
outbreak. Analysts had expected a small 
decline in the growth rate, but the drop 
was greater than expected. 


Scientists from the Utah Geological Survey and the University of Utah have identified an amazing 
collection of dinosaur footprints — more than 1,000 — on the Arizona-Utah border in the US. 
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Financial Consultant before taking a decision. Tax figures mentioned are indicative and subject to change. HDFC Standard Life Insurance Company Limited. Insurance is the 
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ASTRONOMY 


INDIA GOMES OF AGE 


THE SUCCESS 0F 
Chandrayaan 1 
means many things 
for India. For one, 
the lunar orbiter with 
its 11 scientific 
payloads will create 
the most detailed 
map of the moon's 
surface yet, as well 
as identify where 


important substances 


such as uranium, 
aluminium, helium-3 
and water (or ice) 
may be found. 

More importantly, 
Chandrayaan will 
significantly boost 
India's reputation in 
the nine-member 
community of 


Property sales 
have not 
picked up 
despite prices 
having been 
slashed 


HIGH HOPES: 

Home buyers are 
expecting a further fall 
in property prices 









REUTERS 


countries that have 
satellite launch 
capabilities. 

After Chandrayaan 
1, India will be one 
of only five countries 
to have solved the 
complex scientific 
and engineering 


REALTY 


challenges required 
to send a satellite as 
far as the moon. 
The others are the 
US, Russia, China 
and Japan. 

Chandrayaan, 
therefore, becomes a 
great marketing tool 
for the Indian Space 
Research Organi- 
sation's already 
reliable and cost- 
effective launch 
programme. More so 
as the US retires its 
shuttle launch fleet, 
and Russia and China 
are viewed with 
caution by the global 
community. 

Pierre Mario Fitter 


Slow Motion 


THE FESTIVE SPARKLE 


seems to have missed 
home buyers. The 
first reports of consu- 
mer-buying trends 
during Diwali indi- 
cate that realty sales 
and leasing activities 
have not picked up 
despite builders 





shaving 15-20 per 
cent off their pre- 
festival prices. “The 
prevailing sentiment 
is that prices will fall 
further,” says Shashi 
Kumar, CEO of 
Aditya Birla Real 
Estate Fund. 
Meanwhile, banks 


aryl , M 1 
TRIBHUWAN SHARMA 


TOP STRATEGIC TECHNOLOGIES FOR 2009 
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have been telling buil- 
ders to cut prices. 
Banks have loaned 
about Rs 75,000 
crore and mutual 
funds and other fina- 
ncial institutions ano- 
ther Rs 25,000 crore 
to developers during 
the bull run, and now 
there is concern about 
increasing defaults. 
With money supply 
tight, the informal 
money market is boo- 
ming at interest rates 
above 30 per cent. 
Indiabulls Real Est- 
ate is believed to have 
given loans at 36 per 
cent to some builders. 
Industry sources say 
inability to service 
these loans has brou- 
ght a Delhi-based de- 
veloper close to being 
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Virtualisation 

Cloud computing 
Computing fabrics 
Web-oriented architecture 
Enterprise mashups 


Specialised systems 


Social software and 
social networking 


Unified communications 


Business intelligence 


Source: Gartner 


taken over. “Groups 
such as Parsvnath 
have over-extended 
themselves,” says Mu- 
mbai-based develo- 
per Vijay Wadhwa. 
The sudden crash 
of transferable devel- 
opment rights (TDR) 
— the tradable paper 
released in exchange 
for free development 
of slums and other 
amenities by build- 
ers, which can be 
used for construction 
at other sites — in 
Mumbai from Rs 
3,200 to Rs 1,300 a 
sq. ft is a significant 
signboard. Is the ne- 
arly 60 per cent fall 
in TDR prices a pre- 
cursor to a similar fall 
in property prices? 
Gurbir Singh 


The percentage by which the population of West African chimpanzees in Ivory Cost has fallen in 20 years. 
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Micro advantage 
Mumbai-based auto- 
maker Mahindra & 
Mahindra (M&M) 
has launched micro- 
hybrid variants of its 
sports utility vehicles 
Scorpio and Bolero. 
The new technology 
makes vehicle engi- 
nes turn off automa- 
tically when idle or 
in neutral gear. 

"This will give an 
average fuel saving 
of 5 per cent,’ says 
Pawan Goenka, presi- 
dent (automotive) 

at M&M. 





Thailand calls 
Pump and compr- 
essor manufacturer 
Kirloskar Brothers 
has formed a wholly- 
owned subsidiary in 
Thailand — Kirloskar 
Brothers (Thailand) 
or KBTL. The new 
company, which has a 
capital of 10 million 
Baht (Rs 1.42 crore), 
will mainly focus on 
Asia-Pacific markets 
and will control the 
operations of Laos, 
Cambodia, Singapore 
and Indonesia offices, 
the Pune-based 
company says in a 
statement. 


Fresh capital 
Singapore-based 
Temasek Holdings 
has invested $50 
million in its Indian 
subsidiary Fullerton 
India. With this fund 
infusion, Fullerton's 
capital touches $300 
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million. *The fresh 
capital is an indica- 
tion of the confidence 
of Temasek in Fuller- 
ton India, in the 
long-term potential 
of the Indian market 
and its commitment 
to the Indian 
business, says G.S. 
Sundararajan, CEO 
and managing direc- 


tor of Fullerton India. 


Safe het 

Norway is investing 
about $2 billion in 
India's stockmarket. 





The Norwegian pen- 
sion fund Global will 
invest "from now up 
to January’, says 
Thorvald Moe, de- 
puty secretary in the 
Scandinavian coun- 
try’s finance ministry. 
This is about 1 per 
cent of the more than 
$200 billion Norway 
invests in stocks 
worldwide. While 
this fund infusion 
will help India's 
jittery markets, it will 
offer a safer market 
to invest for Global, 
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which has suffered 
significantly in the 


recent global 
financial turmoil. 


Instant expansion 


Undeterred by the 
global financial crisis, 


Swiss food giant 
Nestle is buttressing 
its Russian opera- 


tions. The company is 


investing $212 mill- 
ion to expand its 


instant coffee factory 


based in southern 
Russia. Nestle has 


about 11,000 emplo- 


yees in the country. 
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World Bank's 

new man 

The World Bank has 
appointed Pulock 
Chatterji, secretary in 
the Prime Minister's 
Office, as executive 
director for a term of 
three years. 


Third party 

Anil Ambani’s Relia- 
nce Natural Resour- 
ces (RNRL), which 
was hitherto against 
any role by the gover- 
nment in its legal 
dispute with Mukesh 
Ambani's Reliance 
Industries (RIL), 

. has agreed to let 

the government 
become a third party 
in the case. RIL and 
RNRL are fighting 
over terms of gas 
supply agreement 
for RNRLS power 
generation project 

at Dadri in Uttar 
Pradesh. 
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Bridging the Gulf 
Bangalore-based 
Wipro, led by Chair- 
man Azim Premji, 
has joined hands 
with US's Sun Micro- 
systems to expand its 
reach to Gulf coun- 
tries. As per the 
agreement, Wipro 
will resell and inte- 
grate the entire suite 
of Sun systems — 
storage, software and 
services — to serve 
Suns customers in 
the UAE, Saudi 
Arabia, Bahrain, 
Oman and Qatar. 
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Hot seat 

Low-cost carrier 
SpiceJet has appoin- 
ted Sanjay Aggarwal, 
the Gurgaon-based 
airlines COO, as 
CEO. SpiceJet was 
without a chief 
executive for about 
three months after 
Siddhanth Sharma 
left on 12 July to join 
Indigo Airlines. 


Emirates' plans 

Dubai-based inter- 
national air carrier 
Emirates is adding 





31 weekly flights to 
India from February 
next year. This will 
take the total number 
of Emirates flights to 
India to 163. “The 
enhanced capacity 
will position Emira- 
tes as the single 
largest international 
carrier in the Indian 
skies, says Orhan 
Abbas, vice-president 
(India and Nepal) of 
Emirates. The airline 
also plans to hire 
more cabin crew 
from India. 





New partnership 
GE Transportation, a 
unit of US-based 


General Electric, and 
Bharat Heavy Electri- 
cals (BHEL) have joi- 
ned hands to bid for a 
1,000 diesel locomo- 
tives tender by the 
Indian Railways. GE 
was recently short- 
listed by the Railways 
to compete for this 
tender. GE and 
BHEL along with 
Railways intend to 
form a joint venture 
for this purpose, GE 
said in a statement. 
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AirAsia Bhd Malaysia —TuneAir Malaysia 1,558.4 
" Hero Joy International Hong Kong Positive Rise Holdings — Hong Kong 987.2 
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- Citigroup Global Services India Tata Consultancy Services India 505.0 
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Asts 
South Korea 231.7 
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Quick Take 





Willthe global financial crisis become 
an election issue in India? 


We asked... Basudeb Acharia, Lok Sabha MP, CPI (M); Abdul Majeed, partner, PriceWaterhouseCoopers; Arun Seth, 
chairman, BT India; Ranjit Kapadia, head of research, (private client group), Prabhudas Liladhar; Anirudha Mukhedkar, 
entrepreneur; Hitesh Cholera, director, Sonal Share & Stock Brokers; Neeraj Jain, regional retail head-Asia, Vestergaard Frandsen; 
Vivek Jindal, executive director, Minda Industries; Saurabh Azad, HR Consultant; Sandeep Shenoy, strategist, PINC Research; 
Sunder Rajan, general manager-corporate communications, GlaxoSmithKline Pharmaceuticals 





*'* The financial crisis, inflation 66 This is an issue all across the ç te Financial crisis could become 
and the nuclear deal will be impor- ^ world and so every government has an election plank if it materially 
tant in the next elections. $ s to work this over. 9 $ affects India. as 
Basudeb Acharia, Arun Seth, chairman, Neeraj Jain, regional retail head- 
Lok Sabha MP, CPI (M) BT India Asia, Vestergaard Frandsen 


YES BECAUSE: In today’s global economy, no country can be completely insulated from 
happenings around the world, especially if these affect major economies such as the US and Europe. 

Yes Unemployment and inflation are always an election issue, whether one has a crisis or not. However, 
when these have been combined with high interest rates, which have hurt thousands of home buyers, 

O and a steady outflow of foreign investors from capital markets, the matters for the government have only 
46 Vo compounded. Also, the government has done little to cushion Indian consumers from high oil prices. If 

one considers the way politicians approached the Jet Airways retrenchment issue, no doubt the 
opposition will turn the financial crisis into a political weapon. 


NO BECAUSE: India’s connection to the global crisis has not been as large as some other 
countries. Besides, the economy has been on a bullish run for the past three to four years. It will be 
N 0 hard for opposition parties to show real connections between the global financial crisis and the 
hardships faced by ordinary Indians. For them, basics matter — cost of bread and butter, medical care, 
O good education for children, affordable and convenient public transport. The unwitting fallout of the 

27 Vo crisis is slowing industrial production, which has resulted in lower commodity prices for oil, metals, 
cement, coal, etc. This will ease inflation in a few months. And more importantly, it could even allow 
the government to cut fuel prices. 


MAYBE BECAUSE: In India, most people worry about prices. If these continue to rise, it 


will surely affect the voters’ confidence in the UPA government. Inflation has been on a constant rise — - 
M ay be over few months, which has left the common man worried. However, if the global economy stabilises 
and India does not face major bottlenecks, the UPA could even take credit for keeping India relatively 
2 AO safe from the worst threat to the global economy in the past 70 years. On the flip side, if there are any 
O major defaults, bankruptcies, job losses, etc, the opposition will not leave any stones unturned to blame 
the government for faulty policies and blindly following the West. The Communists, already irked by the 
nuclear deal in particular, will come down heavily on the centre. 
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Downturn 
India Style 


by ashok v. desai 


IT IS SINKING IN ON INDIA'S CHEERLEADERS THAT 
India is heading towards a recession. It is not 
a word they would willingly use; the 
favourite word ofthe Reserve Bank, modera- 
tion, would suit their taste better. The fi- 
nance minister continues to be bullish; last 
week he said that growth this year would be 
at least 8 per cent, and next year, 9.3 per 
cent. But even his advisers do not follow his 
lead. They are economists, and cannot afford 
to be incautious. And caution is the word 
when it comes to the economy’s prospects. 
There was a debate on this between two 





calendar year and shrank years from six dig- 
its to four.) Labour force went up roughly 1.3 
times. So output per worker doubled in the 
fifteen years. This is output in terms of goods 
and services, shorn of price changes; the av- 
erage Indian worker produced twice as 
much in 2006-07 as in 1991-92. We assume 
unthinkingly that productivity growth falls 
from the sky. But surely, such rapid growth 
should have caused labour shortages some- 
where, and labour movements from occupa- 
tions of low to high wages. 

Here, I came across some other interest- 
ing data from the national sample survey. In 
1993-94, 74 per cent of workers in villages 
worked in agriculture. By 2004-05, their 
share had fallen to 67 per cent. This means 
that the proportion of rural workers working 
somewhere else than in agriculture rose 
from a quarter to a third. If there was a 
shortage of workers somewhere, it should 
have been in agriculture. 

If there were a labour shortage, more peo- 


economic research institutions on this re- We are seeing ple might take up jobs; I found evidence of 
cently. Rajiv Kumar of ICRIER showed a conven- that too. The average size of rural family 
graphs of leading indicators drawn by his d changed little. But between 1993-94 and 
team members; they predicted a slowdown tional trade 2004-05, the proportion of families with one 
to 7.8 per cent in 2008-09. Mahesh Vyas of cycle in India income-earner went down from 31 to 24 per 
the Centre for Monitoring Indian Economy, a cent. Conversely, the proportion of families 
however, cited the enormous figure of proj- — high levels with two or more income-earners went up 
ects planned by entrepreneurs, and argued of investment from 56 to 70 per cent. As work increased 
that high growth could go on forever. His fig- ^ei more than workers, people who would not 
ure for the current year was 9.3 per cent. in industry have worked before began to work - for in- 


Since one lives in Delhi and the other in 
Bombay, they did not have to argue. Each as- 
serted his faith and went his own way. 

I find the argument of both moderate in 
the Reserve Bank’s sense; neither seemed 
strong enough. Leading indicators are found by correlating 
various time series with various lags and pairing those that 
show the highest correlations. However, correlations are 
never perfect; in a proportion of periods, they will give 
wrong results. ICRIER’s calculations establish a certain 
probability of a downturn. But I am not sure that is good 
enough. And then, I prefer economics that is logical; the 
logic behind leading indicators is fuzzy. As to the trillions of 
worth of projects that Mahesh Vyas tracks, no one has to im- 
plement his own plans; grandiose plans and zero perform- 
ance are perfectly consistent. 

So I would rather begin with an explanation of the slow- 
down, which is already evident. My explanation runs as fol- 
lows. GDP went up roughly 2.6 times between 1991-92 and 
2006-07 (I wish I could write 1991 and 2006, but cannot be- 
cause the government of India reckons its year from April to 
March. It would save reams of paper if it changed over to the 


overcapacity 


stance, women, children and old people. 

If there were a shortage of workers, entre- 
preneurs would invest in labour-saving ma- 
chinery. This happens all the time in ad- 
vanced economies. We never think it might 
happen in India because we are convinced that there is un- 
limited disguised unemployment. But even if disguised un- 
employment had been 30 or 40 per cent in 1993-94, it would 
have disappeared by now. Did Indian entrepreneurs invest 
in labour-saving machinery? We have no data. But there has 
been an enormous rise in investment; its share in GDP went 
up from 22 per cent in 1991-92 to 35 per cent in 2005-06. 

So it is possible that India is ceasing to be underdeveloped 
- if it ever was - and beginning to behave like an advanced 
economy. Labour shortage led to labour-saving investment, 
entrepreneurs’ animal spirits led to too much investment, 
capacity grew faster than demand, and surplus capacity 
caused a decline in the growth of investment and GDP. We 
are seeing a recession, straight out of trade cycle theory. 


led to 


The author is Consultant Editor of Businessworld. 
ashok.desai@gmail.com 
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MEM banking 


Will Loose 
Mean Tight? 


It is not 
liquidity 
but capital 
flows that 
the econ- 
omy needs 


by Srikanth Srinivas 


AS THE RESERVE BANK OF INDIA (RBI) READIES FOR 
its quarterly monetary policy review on 24 Oc- 
tober, Governor D. Subbarao must be a belea- 
guered man. Consumers and companies want 
lower interest rates, the government wants to 
keep the economic growth rate at 8 per cent or 
better, and banks want lots of liquidity. Under 
current circumstances, not the kind of wish list 
it will be easy to deliver on. 

And now — according to a newspaper report 
— banks also want dollar lines of credit; their 
clients may need to repay dollar loans, and the 
exchange rate has depreciated substantially. 

Foreign institutional investors (FIIs) have 
taken out about $12 billion; more outflows of a 
similar magnitude are in the offing. Fresh capi- 
tal inflows are drying up; when the balance of 
payments figures — the sum of current and cap- 
ital account inflows and outflows — for the quar- 
ter ending September 2008 become available, it 
is likely that they will be in deficit for the first 
time in three years (see ‘Accretion To Reserves’). 

RBI has taken several measures ahead of its 
policy review: it cut banks’ cash reserve ratio 
(CRR) — the balances banks keep with the cen- 
tral bank to meet daily cash and payment re- 
quirements — and the repo or repurchase rate 
(the rate at which it lends to banks against col- 
lateral of government securities). But it is no 
longer about liquidity, but a shortage of capital to 
keep the economy ticking. Will capital flow in? 






Source: Reserve Bank of India 

“It certainly implies that standard approaches 
to liquidity management will have to be but- 
tressed by steps that take the long view,’ says In- 
dranil Pan, chief economist at Kotak Mahindra 
Bank in Mumbai. Further cuts in CRR, perhaps - 
even a cut in the statutory liquidity ratio (SLR)? 

An SLR cut looks remote, given the addi- 
tional borrowing the government — about Rs 
70,000 crore — will have to resort to, to meet its 
announced expenditure plans, including the 
farm loan waivers, capital infusions into publie 
sector banks, and the salary and pension hikes 
from the Sixth Pay Commission. 

So, what other avenues other than CRR cuts 
look possible for meeting the potential liquidity 
shortfalls? RBI could allow an unwinding of the 
market stabilisation scheme (MSS) used to mop 
up excess liquidity (sic!) in the past two years; 
that could release Rs 1,25,000 crore into the sys- 
tem. RBI could also sweeten the incentives on 
non-resident deposits by pegging interest rates 
on them higher this Friday. That should keep re- 
mittances from overseas Indians flowing. 

"This time, the resources could widen to in- 
clude funds from the UK and the US,” says a 
banker who did not wish to be identified. Oth- 
ers go even further, and speculate that the gov- 
ernment could persuade the State Bank of India 
(SBI) to raise foreign capital through a Resur- 
gent India Bond-type issue. There will be an ad- 
ditional cost therein: that of rupee deprecia- 
tion. The last time round, RBI and SBI assumed 


an annual depreciation of approximately 1.25 


per cent; but since March, the rupee has depre- 
ciated nearly 20 per cent; and we are heading 
into what is likely to be a global recession. 

Here is a delicious irony. The past four years 
of ‘tightening’ monetary policy resulted in loose 
money. Now, experts are arguing for loosening 
monetary policy. But even if Subbarao loosens 
monetary policy, money is going to be tight. 


srikanth.srinivas @abp.in 
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| Mahindra 
While power cuts hacks into your profits, inefficient DG sets | D O e r O l 
simply add to your losses. Choose Mahindra Powerol DG sets 
to ensure efficient power supply & hassle free operations. 
These DG sets come with a zero leakage engine that lowers 
the cost of lube oil. Even fuel consumption and maintenance 
costs are really low. So you profit even when there's no power. 


Engines & DG sets 





powered efficiently 


Sales Contact: North: Tel: 011-4122 0302; E-mail: bhatnagar.dharminder@mahindra.com € West: Tel: 022-6648 3132; E-mail: bhat.jayesh @mahindra.com 
€ East: Tel: 033-2265 8474; E-mail: singh.varun Q mahindra.com € South: Tel: 044-2857 1081; E-mail: goyal.narendra @ mahindra.com 





Head Office Address: Mahindra & Mahindra Ltd. Mahindra Powerol, Farm Equipment Sector, Gate No.2, Akurli Road, Kandivali (East), 
Mumbai - 400 101, Maharashtra (India), Tel: 91-22- 6648 3051, E-mail : ghosh.joy @ mahindra.com 
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Backward 


Disgraceful 
politics is 
eroding 
Mumbai’s 
commercial 
capital tag 


POOR SHOW: 

MNS workers protesting 
the arrest of their leader 
Raj Thackeray in 
Mumbai on 21 October 


Sprint 
by M. Rajendran 


GUJARAT CHIEF MINISTER NARENDRA MODI, GLOW- 
ing in the halo of ‘adopting’ the orphaned Nano, 
Tata Group Chairman Ratan Tata’s dream low- 
cost car, quickly moved in for the kill by holding 
dinner meetings with ambassadors and high 
commissioners of various countries in Delhi. 
He showcased the benefits of investing in cities 
such as Ahmedabad and Surat as opposed to 
Mumbai, India’s commercial capital. Modi was 
not talking through his hat. In 2008, with pro- 
posed investments of Rs 62,442 crore from 100 
projects, Gujarat tops the list of preferred busi- 
ness destinations in India. Maharashtra was 
second and Orissa third with proposed invest- 
ments worth Rs 36,202 crore and Rs 30,913 
crore, respectively, according to a study by the 
Reserve Bank of India on projects funded by 
banks and financial institutions. 

If the trend continues, it could end the domi- 
nance of Mumbai, which is reeling from regional 
parochialism unleashed by activists of Raj 
Thackeray-led Maharashtra Navnirman Sena. 
The attack on ‘north Indian’ candidates appear- 
ing for a railway recruitment exam is a throw- 
back to Assam in 2003, when locals beat up can- 
didates from Bihar and Orissa. The railway 
ministry was forced to change its policy, and lo- 
cals were allowed to take test in local language. 
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However, these concessions are still not 
enough, it seems, for local political parties and 
their leaders such as Thackeray, who was ar- 
rested for making objectionable comments 
against people hailing from Bihar. *It is a law 
and order problem, and it must be dealt as per 
the prevailing statutes. Law of the land must be 
respected. The guilty should not be allowed to go 
scot-free,” says D.S. Rawat, secretary general of 
Assocham. Companies such as Reliance Indus- 
tries (RIL), Jindal Group and Nicholas Piramal, 
which have major investments in Maharashtra, 
are members ofthis industry chamber. 

For instance, RIL has announced an invest- 
ment of Rs 21,660 crore for setting up semi- 
conductors and other micro-technology units 
in the state over the next 10 years; Tata Power 
has announced a Rs 25,000-crore project in 
Maharashtra to raise power generation capacity 
from 2,368 MW to 12,861 MW over the next 
five years. Such big-ticket investments could 
decline if the lawlessness continues. Also, dik- 
tats such as the one requiring all signboards of 
commercial establishments to be in Marathi — 
a move that was thwarted by the Mumbai High 
Court — could see industry increasingly looking 
at sunnier climes. "The image of not only Mum- 
bai as a commercial hub but also Maharashtra 
as a whole has been sullied;' says Sanjay Niru- 
pam, senior general secretary of Maharashtra 
Pradesh Congress Committee, who originally 
hails from Bihar and is a former Rajya Sabha 
MP from the state, then representing Shiv Sena. 

The worrying question now is how long other 
major hubs in the state such as Pune and 
Nashik — key manufacturing centres for Bajaj, 
Tata and Mahindra — would remain immune to 
such political arm-twisting. 





m.rajendran (a) abp.in 
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That's a lot of money at risk ~ don't waste MEE 


You are now in the projects business where project 
management is the currency of success. dad 


In order to lead, you first have to n | 


There are 12 trillion reasons for you to vis 


Project Mat 
Making project management indispensabie for business results.” 
2M IS an autonomous, non-profit, giobal membership association dedicated to advancing the practice and science of project management, 


* Figure in US. dollars. Source. Managing Capital Projects for Competitive Advantage, McKinsey Quarterly, June 2008 | 
O008. Proiact Management institute, inc. AH rhte reserved. “PML” the PME ogo and “Making projeti management indispensable for buskvess regte" -` 
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India tops 
the Asia 
spam list 
and ranks 
seventh 
globally 
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WHAT'S GOING AROUND 


India tops the Asian unsolicited mail list 


Country 
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IF YOU THOUGHT SPAM WAS SOMETHING THAT ONLY 
came out of Nigeria or the US, think again. Ac- 
cording to Trend Micro and Marshal, global 
leaders in internet content security, Russia is 
the leading spammer in the world, contributing 
11.92 billion of the 100 billion spam messages 
— nearly half of the to tal 210 billion emails — 
sent out every day. The US is second at 9.36 bil- 
lion, and Brazil, at 7.48 billion, is third. And, 
surprise, surprise, India is at a ‘commendable’ 
No. 7 with 4.26 billion spam messages sent out 
every day, and No. 1 in Asia, ahead of China 


F internet 


Net connec- 


(3.39 billion) and Korea (2.57 billion). 

For India, that's a spectacular 100 per cent 
jump from the No. 18 slot it held in 2006. What 
makes India’s number even more interesting is 
the country’s low internet penetration — 12 mil- 
lion connections or less than 1 per cent of all in- 
ternet connections worldwide — which trans- 
lates to 60 million internet users. So on an 
average, an Indian internet user sends out 355 
spam messages every day. 

Some more interesting titbits: The world’s 
top 10 spam relaying countries account for 
about 57.4 per cent of global spam volumes; 
Asia contributes 16.57 per cent; and BRIC coun- 
tries (Brazil, Russia India and China) together 
account for around 20 per cent of all spam. 

Spam does not only constitute unwanted e- 
mail messages, it is also the source of phishing 
emails, counterfeit product sales, and the chief 
means of propagating viruses. And naturally, 
there is a cost to such misadventure. A 2007 re- 
port by Ferris Research pegged the economic 
impact of spamming at $100 billion globally. 
“Unfortunately, there is no legal recourse 
against spamming in the Indian Information 
Technology Act, or its proposed amendment,” 
says Pawan Duggal, a senior cyber law expert. 

Experts say that far from being minor irri- 
tants, spam has now taken the shape of a huge 
calamity. “Enterprises not having a policy to 
curb spam will eventually see their profitability 
and productivity being affected,” says Niraj 
Kaushik, country manager for India and 
SAARC at Trend Micro. According to the Mar- 
shal TRACE (Threat Research and Content En- 
gineering) Report of 2008, organisations typi- 
cally report that spam represents 75-95 per cent 
of their inbound emails. 

Anti-spam software such as Comodo, Spam- 
Butcher, Cleanfeed and SpamChoke have been 
largely ineffective. “Anti-spam software does 
not offer fool-proof security” says Amitabh 
Singhal, IT and telecom consultant at Telxess 
Consulting Services. “Users must be educated 
to manage their mail boxes effectively.” 

‘Get-rich-quick’ schemes and other dubious 
products feature predominantly in spam. The 
Marshal TRACE report says that early this year, 
health spam, particularly male organ enlarge- 
ment messages, accounted for 70 per cent of all 
spam. Most advertisers do not want to be seen as 
spammers. “There is a huge awareness in organ- 
ised industry,” says Sanjit Chatterjee, director of 
global sales at FLYTXT, a mobile advertisement 
marketing company. “It is the suppliers of illegal 
products who resort to spam.” That only makes 
spam even more difficult to address. 


—— suwa 
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The best place to put a Da Vinci: 





on your wrist. 


Stays on the wall. 


Da Vinci Chronograph. Ref. 3764: Some- 
times you have to break with convention 
to progress. One man who recognized 
this principle early on was Leonardo da 
Vinci. Born in a small village in Tuscany, 





he was a universal genius who dreamed 
up more inventions and documented more of the 
laws of nature than hundreds of his contemporaries 
and others throughout history put together. For many 
years, his openness to new ideas and his innovative 
spirit have fascinated the watchmakers at IWC. In 
1969, for instance, the first quartz watch from IWC 
featuring the Beta 21 movement - then considered 
state of the art - was launched under the name "Da 
Vinci". In 1985 the development of IWC's mechanical 
Da Vinci chronograph with its perpetual calendar was 
a breakthrough for the art of watchmaking. By draw- 
ing on the irresistible strength and beauty of mechan- 
ics, the Schaffhausen-based company paved the way 
for the future of watchmaking at its finest. 


The history of IWC began in 1868, when Floren- 
tine Ariosto Jones, an American watch- 
maker from Boston, founded the 





International Watch Company in 
north-eastern Switzerland. Since 
then, the firm's engineers have 
developed countless watches, 
such as the Grande Complication, the 
large Pilot's Watch family, the Portuguese 


Manufactory 
in Schaffhausen. 


models, the Ingenieur line and the Aquatimer series. 
Probus Scafusia (good, solid craftsmanship from 


Schaffhausen) encapsulates the IWC philosophy. The 
many technical achievements and innovations that 
have their origins in Schaffnausen have borne impres- 
sive testimony to this for some 140 years. 


With the Da Vinci Chronograph IWC takes the 
next step in the evolution of technology and watch- 
making. Everything about this watch is new. Its 

tonneau-shaped case, available in either 







platinum, 18 ct. rose gold or stain- 
less steel, houses a chronograph 
movement developed and manufac- 
tured entirely by IWC after years of pains- 
taking research. The power required to 
drive this technical masterpiece is devel- 
oped by an automatic IWC double pawl- 
winding system, which can be admired through the 


IWC-manufactured 
movement. 


sapphire glass back cover. The new stopwatch dis- 
play is as easy to read as the standard time on the 
dial. And, thanks to the flyback function, is ready to 
start again in the twinkling of an eye. This is one work 
of art for which Leonardo would almost certainly have 
had a wrist free. 

IWC. Engineered for men. 


Mechanical IWC-manufactured chronograph movement 
(figure) | Flyback function | Automatic IWC 
double pawl-winding system | Date 
display | Antireflective sapphire glass | 
Sapphire glass back cover | Water-resistant 
3 bar | 18 ct. rose gold 
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IWC 


SCHAFFHAUSEN 
SINCE 1868 


IWC Schaffhausen, Switzerland. www.iwc.com. 


New Delhi - Johnson Watch Company, E-71, South Extension Part-1, Phone: «91 11 2464 2255 / 2464 2299 - Johnson & Company, C-16, Connaught 
Place, 10001, Phone: «91 11 4151 3121 / 2341 8935 - Mumbai - Beyond Luxury, Shop # 6 & 6A, Tirupati Apts, Bhulabhai Desai Road, Mumbai - 400 026, 
Phone: + 91 22 23511800, + 91 22 23511819 - Ethos, G-27, 28, 39, Ground Floor, Inorbit Mall, Malad (W), 400006, Phone: «91 22 6640 6991 / 2 - 
Bangalore - The Helvetica No A-11 / 12 Galleria Leela, The Leela Palace, Airport Road, 560001, Phone: +91 99 0017 3777 / + 91 80 4152 9393 


| Bound Together 


The Glass 
Half Full 


by nayan chanda 


THE COMING US PRESIDENTIAL ELECTION WILL BE 
a referendum on globalisation whose out- 
come is already known. Regardless of whether 
Democrat Barack Obama or Republican John 
McCain wins, the result will be a tie. 

If that seems odd, it is because both candi- 
dates support some aspects of an intercon- 
nected world, while also representing ele- 
ments of opposition to the same trend. Of 
the two, Obama has explained his position 
on globalisation in clearer terms, and 
demonstrated an acute understanding of the 
interdependent world. Yet, he has also taken 





companies that are shipping jobs overseas 
and provide a tax credit for every company 
that’s creating a job right here in America”. 
Obama, of course, should know that there is 
no tax break. Companies with overseas opera- 
tions are allowed to defer their tax payment. 
But this is a campaign slogan that reassures 
millions of American voters worried about 
foreigners taking away their jobs. 

McCain, a red-blooded patriot and a former 
prisoner of war, appeals to American patriot- 
ism and its basic laissez-faire economic be- 
liefs. As he said during his campaign, “I am 
the biggest free marketer and free trader.” His 
solution to the dislocations created by jobs 
moving abroad is traditional free-market 
speak: "We need to have education and train- 
ing programmes for displaced workers that 
work, going to our community colleges.” How- 
ever, McCains free market speech accompa- 
nies an 'America first' message that runs 
against the grain of an interdependent world. 
McCain draws his support from segments of 


positions on offshoring that run against the Irrespective population who are angry about illegal migra- 
spirit of globalisation. McCain, an old-style of who wins tion, seeing terrorist threats linked to brown- 


free trader, is a much more ardent supporter 
of economic globalisation, but appears un- 
comfortable with some of the political and 
cultural components ofthe phenomenon. 
Obamas life story — as the son of a Kenyan 
father who cameto the US to study and a white 
mother from middle America, growing up in 
Hawaii and Indonesia — makes him a living 


the US 
Presidential 
elections, 
globalisation 
will only 


skinned foreigners, and increasingly anxious 
about the liberal cosmopolitanism of the 
coastal US. By portraying the half-black, ur- 
ban Obama as fundamentally ‘different’ in his 
outlook, and by extolling the virtues of small- 
town US, the McCain campaign has given 
voice to anti-globalisation anxieties. As some 
commentators have pointed out, the erstwhile 


embodiment of globalisation. His experience half undercurrent of anti-black racism of many 
SCOre a 

and travels ensure that he is aware ofthe world : has recently morphed into more abstract anti- 

outside the US and sensitive to its concerns. victory foreign, anti-Third World sentiment embod- 


Well before the hurly burly of campaigning be- 

gan, Obama explained his vision in a speech 

before the Chicago Council on Global Affairs. In a cogent pas- 
sage he said: “In today's globalised world, the security of the 
American people is inextricably linked to the security of all peo- 
ple. When narco-trafficking and corruption threaten democ- 
racy in Latin America, it is America's problem, too. When poor 
villagers in Indonesia have no choice but to send chickens to 
market infected with avian flu, it cannot be seen as a distant 
concern. When religious schools in Pakistan teach hatred to 
young children, our children are threatened as well” 

Yet, Obama's experience in the US's rust belt has taught him 
that charity must begin at home. As he put it, “We cannot ne- 
gotiate trade agreements to help spur development in poor 
countries so long as we provide no meaningful help to working 
Americans, burdened by the dislocations of a global economy.” 
This belief and the exigency of securing the backing of the De- 
mocratic ‘base’ of working-class Americans has led him to de- 
nounce offshoring. He said he would “end the tax breaks for 


ied by the word ‘globalisation’. 

If McCain wins over those who are con- 
cerned by Obama’s threat to reopen Nafta to enforce labour 
and environmental regulations, some countries will breathe 
easy and, perhaps, the WTO's Doha round of trade talks can 
be revived. But if he hews to the agenda of his core con- 
stituents, McCain will continue a unilateralist foreign policy 
that has for the past seven years run largely against the grain 
of an interdependent world. An Obama victory would see the 
adoption of measures ostensibly aimed at protecting Ameri- 
can workers, but which could damage both trade and a blos- 
soming offshoring business. However, in the conduct of his 
foreign policy, there is little doubt that Obama would be a 
more popular leader in a globalised world. Whoever wins the 
US presidency, globalisation will score only half a victory. 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw (a) gmail.com 
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You asked her to make-do in a one room apartment. 


She did. 
You got up at 3 to watch the World Cup. She made tea. 
You never had to worry. About your health, your mom, your kids. 
She did. 
You sometimes forgot to say, “l love you.” 


She never forgot. 
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EXECUTIVE SUMMARY 


€ Export-oriented sectors 
such as textiles, IT and 
leather, and aviation 
have heen the worst hit 





e Pharma and healthcare, 
infrastructure and 
FMC6 are likely to 
provide succour 





SYCHOLOGIST Sanjay Chugh is a 
busy man these days. The number 
of calls he has received in the past 
two months from people seeking 
help with job anxiety are more 
than all such cases he handled in 
the past five years. "Will I ever get a job like 
this?" and “How will I run my house, or pay my 
EMIs?” are just some of the pressures Chugh's 
patients want to talk about. 

While nobody knows exactly how many jobs 
have been lost in India since the sub-prime cri- 
sis hit, estimates run into several million. "This 
is just the beginning; says former finance min- 





ister Yashwant Sinha. "Many sectors are already 
in distress and more will go into distress." 

Initially, Chugh’s patients were mostly from 
the information technology (IT) sector, which 
has seen about 10,000 layoffs this year. But in 
the past month Chugh has begun seeing pa- 
tients with "anxiety" from sectors including fi- 
nancial services, tourism and hospitality, retail, 
aviation and construction. 

With the government finally admitting that 
GDP growth will decline from 9 per cent to 7.5 
per cent, Ajit Ranade, chief economist with the 
Aditya Birla Group, says, “this will definitely re- 
flect in slower job growth." 
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The makings of the 
worst job crisis in a 
decade could rock 
India Inc.'s future. 
And yours. 


The government is still trying to shore up 
sentiment. Labour Secretary Sudha Pillai in- 
sists that ^while a global financial crisis of this 
proportion can't leave us untouched, it's too 
early to come to any overall conclusion” But In- 
dia Inc., particularly the airlines, has reached 
some very certain conclusions. Jet Airways has 
been bullied by Mumbai politician Raj Thack- 
eray into rescinding its decision to sack 1,900 
employees. But Bangalore-based Kingfisher 
Airlines has benched 50 new pilots at 10 per 
cent of their committed salary and Air India 
plans to offer 15,000 non-operational staffleave 
without pay for three to five years. 

CPI (M) MP Nilotpal Basu says things in the 
unorganised sector are worse, with about 3 mil- 
lion jobs lost in export-oriented and labour-in- 
tensive industries such as textiles, leather, gems 
and handicrafts. “I’ve never seen anything so 
bad,” says Vinayak Chatterjee, chairman of in- 
frastructure consulting firm Feedback Ven- 
tures. “This is the worst in 10 years.” 


A Double Whammy 

While jobs are being cut, fewer new jobs are be- 
ing created. India’s rigid labour laws are pre- 
venting western-style layoffs in the organised 
sector. But no trade union or law can force com- 
panies to create new positions. “Heavily hurting 
industries will sack people and less hurting in- 
dustries will freeze recruitment,” says Feed- 
back’s Chatterjee. 

This has serious consequences. Currently, In- 
dia's 500 million-strong workforce is growing 
by 2.5 per cent annually, and more than 10 mil- 
lion people join the workforce every year. So, 


= 
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India must create 50 million new jobs in the 
next five years. Until January, job creation was 
running at about 2.3 per cent, leaving 1-2 mil- 
lion unemployed every year. But The Employ- 
ment Outlook Survey by Bangalore-based 
temping firm Teamlease says “there is a de- 
crease in the intention to hire at all levels" As a 
result, the rate of job creation could halve to 1- 
1.3 per cent, says Ranade. That means thé offi- 
cial number of unemployed could rise from 41 
million to 56 million by 2013. 

Globally, the problem is even worse. The In- 
ternational Labour Organisation estimates that 
global unemployment could rise from 190 mil- 
lion in 2007 to 210 million by 2009. 

Already, scores of industries are scaling back 
recruitment. For example, Infosys Technolo- 
gies, which recruited about 35,000 people last 
year, will sign on only 25,000 recruits this year 
(see “Wilting Numbers’ on page 34). “There is a 
sense of uncertainty," says Mohandas Pai, In- 
fosys' director of human resources. *Hopefully, 
things should become clearer by the first quar- 
ter of 2009.” Though Nasscom President Som 
Mittal says this will be a “short-to-medium 
term" problem, the Confederation of Indian In- 
dustry's director-general Chandrajit Banerjee 
admits that *delays in the expansion plans of 
many companies may affect recruitment." 


Sectoral Pain 

Ganesh Shermon, a partner with KPMG, says 
the worst hit will be middle managers. *Compa- 
nies will clean up the middle and the support 
staff first," he says. Sales and front-office jobs in 
BPOs, aviation, hospitality, pharma, telecom, 
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DIMMED GROWTH: 
(Left) Jet Airways 
employees protesting 
against layoffs; 

IT sector hiring will 
halve in 2008 


THE PINK LIST 


Job 

losses 
Sagan 30 lakh 
Engineering l lakh 
Air India 15,000* 
Jet Airways 1,900* 
Satyam 1,500 
Wipro 1,000 
TCS 500 
Patni Comp. 400 
Kingfisher 300 
Virtusa 200 
Quark 170 

Figures are industry estimates 
*Finally retained by the compa- 
ny "Offer to non-operational staff 
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former finance 
minister 

“This is just the 
beginning. 
Many sectors 
are already in 
distress and 
more will go 
into distress." 
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| banking and financial services will also be vul- 


nerable. “They are least critical to business 
when survival is a priority,’ Shermon says. “The 
footsoldiers will be sacrificed by the generals.” 

The social and political blowback of this will 
be severe, says Bibek Debroy, a director at the 
Rajiv Gandhi Institute for Contemporary Stud- 
les who expects the job crisis to last 2-3 years. 
“It will lead to resistance to more economic re- 
forms, unionisation of services sectors, de- 
mands for government bailouts and greater 
state intervention,’ Debroy predicts. 

Indeed, India's once-feared labour unions, 
which had been sidelined in the past decade, 
sense a revival opportunity. "The whole capital- 
ist world has collapsed, says Mohammed 
Ameen, general secretary of CITU, one of In- 
dia’s largest labour unions. "If they want to shift 


their burden on employees we will oppose it.” 


The threat of that is leading even high- 
growth industries, such as telecom, to keep 
their numbers down. All of the six companies 
that won telecom licences last year appear to be 
rethinking their investment and hiring plans. 
Three new players haven't rolled out a single 
network despite securing spectrum in 20-23 
circles. Unitech has slowed its recruitment 
drive, Swan Telecom has stopped building its 
network and Data Com has been unable to roll 
out its services, first due to a feud between its 
promoters and now due to the slowdown. 

The situation is worst in financial services. 
Firms such as IDFC, SSKI and Sharekhan are 


reported to have asked their top managers to 


take 20 per cent pay cuts and sources in ICICI 
Prudential say the number of new hires will be 
much lower than last year's 18,000. A crashing 
Sensex has also shaken up brokerage firms and 
most middle to senior level managers havent 
got any Diwali bonuses this year, a sure sign of 
the tough times in this normally superstitious 
business. (Goddess) Laxmi has not been kind 
to us; perhaps we need to atone for our past ex- 
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cesses, says a brokerage firm official. 


Trial By Fire 

Ironically, such pain is what allows organisa- 
tions to remain lean, mean and hungry for 
growth. In the easy-growth years between 2003 
and January of 2008, the rising tide of the econ- 
omy raised all corporate ships. The ensuing tal- 
ent cruch allowed mediocrity to flourish as un- 
deserving people got promoted to senior 


positions. A BW analysis of 3,600 companies 


found that wages and salaries as a percentage of 
net sales have fallen from 7.48 per cent in 2005- 
06 to 7.18 per cent in 2007-08, largely due to 
the denominator — a 51 per cent growth in net 
sales in three years. 

But with companies' toplines slipping incre- 
ments will peter out, says Padmaja Alaganan- 
dan, Mercer India's business leader for human 
capital. "Productivity and billability of an em- 


ployee are becoming the key considerations in ¿! 


handing out raises,” she says. 

Sectors where high salary hikes has been the 
norm are already going through a reality check. 
“The era of a cushioned fixed salary is ending,” 
says Bindu Khosla, director at Delhi-based con- 
sultancy i-Quotient. “Even in industries where 
there are variable components, employees will 
need to strive to be world class to earn those.” 





“Only asset-light industries and sectors such as 
telecom where customer acquisition continues 
to be buoyant will provide refuge to job seekers,” 
says N.S. Rajan, partner for human capital at 
Ernst & Young. The pharmaceutical industry, 
for instance, is widely expected to weather the 
job storm. A KPMG report says the western 
slowdown will result in greater outsourcing of | 
R&D and manufacturing to India as global ma- 
jors such as Pfizer, Merck and Eli Lilly look to 
cut cost. “To meet this demand, almost all parts 
of the pharma value chain will continue to gen- 
erate jobs,” says Sujay Shetty, associate director 
at PricewaterhouseCoopers. 

The infrastructure industry's long gestation 
projects, usually funded by central or state gov- - 
ernments and deep-pocketed investors such as 
pension funds, may also escape much pain. Be- ° 
sides, sectors that cater to low-ticket items of 
routine consumption such as personal prod- 
ucts, may also survive and ‘vice’ businesses such 
as liquor, pubs and bars — which often gain . 
heavily during a downturn — could flourish. — — 

When big industries hurt, small businesses 
fold. So, airhostess training academies and 
businesses that fed off major industries such as 
ailines could soon fold. The website of Ascot 
Airhostess and Hospitality Academy, which 
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used to take pride in detailing the edge it pro- 
vided its students, nowtersely says, “No current 
openings available right now.” 

“Most of my friends are tense these days,” says 
Sitanshi Malhotra, a student at the Air Hostess 
Academy in Delhi, who fears she may be forced 
to consider a temporary stint in the hotel indus- 
try, a choice she says more and more of her 
classmates are thinking about. 


The ‘H-bomb’ that could level the Indian econ- 
omy at the sensitive time is the possible implo- 
sion of the real estate industry. India's fifth 
largest employer, and the related retail indus- 
try, which is India's third largest employer, to- 
gether provide livelihoods to 73 million Indi- 
ans. "Of all the sectors in the economy, realty is 
one area where I believe there are holes; says 
Rajeev Chandrasekhar, President ofthe Federa- 
tion of Indian Chambers of Commerce and In- 
dustry and a Rajya Sabha MP. 

For weeks now, India Inc. has been abuzz 
with rumours of growing defaults by India's top 
realtors. Many have overleveraged themselves 
and are now unable to maintain cash flows be- 
cause of a 20-30 per cent fall in demand. 

Mumbai-based realtor HDIL, which is exe- 
cuting the prestigious Dharavi slum rehabilita- 
tion project, has failed to honour some of its 
cheques. Delhi-based Parsvanath hasn't paid 
employees this month. Two of Unitech' largest 
projects — one residential and one commercial 
— of 5 lakh sq. ft each in east India are on hold. 


“At every level, from the unskilled contract 
worker to the architect, jobs are being lost,” says 
Kumar Gera, chairman of the Confederation of 
Real Estate & Developers Associations of India 
(Credai), and a leading Pune-based builder. 

With economic uncertainty bearing down on 
consumers and spends shrinking, the retail sec- 
tor is also frailing. “We are slowing down on hir- 
ing this year," says Thomas Verghese, CEO of 
More, Aditya Birla Retail in Mumbai, which has 
over 400 stores. Consumer durables and FMCG 
demand has already shrunk by 10-20 per cent. 
And marketers aren't expecting a turnaround in 
the festive season right up to February. 

If retail slumps, the manufacturing sector, 
Indias second largest employer that feeds 53.71 
million people, too could. The heavy commer- 
cial vehicles market has already contracted 2 
per cent and with nearly one-fourth of India’s 
workforce employed in these three industries, 
problem in them could potentially destabilise 
the entire country. 


But the deepest human wounds of the slow- 
down rarely make the headlines. It is white col- 
lar job cuts we hear most about because , as ev- 
idinced in the case of Jet Airways, workers in 
these positions are empowered enough to gal- 
vanise politicians and the media. But such jobs 
barely émploy 7 per cent of India's workforce. 
The nation is overlooking the layoffs taking 
place in small and medium-sized companies 
and the 'unorganised' sector. Together they 
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Sacked employees of 
Honda Motorcycles and 
Scooter clash with the 
police in Gurgaon, 
after talks with 
management over 
reinstatement failed 





NEXT IN LINE: 
Layoffs are expected to 
spread to real estate 
and retail sectors 


BIBEK DEBROY, 
Director, Rajiv 
Gandhi Institute 
for Gontemporary 
Studies 

“This job crisis 
is fairly serious 
and will last up 
to 2 to 3 years, 
leading to lower 
GDP growth and 
resistance to 
labour reforms.” 


AMIT VERMA 


employ about 150 million people, or 30 per cent 
of our workforce in industries such as power 
looms, engineering, mining, transportation and 
community and personnel services. 

In Coimbatore, a manufacturing hub 
employing more than 1 million people, nearly 
10 per cent of the workforce has been re- 
trenched in the past 2-3 months. Most of those 
who lost their jobs were contractual and tempo- 
rary workers. But if the industry fails to garner 
fresh orders between Diwali and December this 
year, more workers are likely to be shown the 
door, says K. Illango, vice-president of the 
Coimbatore District Small Industries Associa- 
tion. “At least 25 per cent more will be re- 
trenched, this time skilled employees.” 

At Tirupur, which has been badly hit by a 
drop in textile exports, most companies are 
working only five days instead of six — just half- 
day every day. “If this continues, job losses will 
be significant,” says A. Sakthivel, secretary of 
the Tirupur Exporters’ Association. 

To prevent this, New Delhi is planning to en- 
act a bill to give ‘unorganised’ workers the same 
rights as organised workers. But this could seal 
the fate of many businesses in Tirupur and 
Coimbatore and further hinder job creation. 


Sociological Mayhem 

The public anger widespread job losses could 
fan in this election year was brought into relief 
when dismissed staff at the Greater Noida firm 
Graziano Transmissioni India lynched the com- 
pany’s CEO, Lalit K. Choudhary. 

But more importantly, as CPI (M) MP Basu 
says, job losses will raise inequalities in society. 
That could accelerate social unrest and violence 
of the type that is being exploited and perpetu- 
ated by Raj Thackeray's Maharashtra Navnir- 
man Sena. As a consequence, throbbing hubs of 
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educational institutes and jobs such as Pune, 
Bangalore and Hyderabad may get sucked into 
the dangerous game of political one-upman- 
ship over jobs. “We need prompt and coordi- 
nated government actions to avert a social crisis 
that could be severe, long-lasting and global,” 
Director-General of the International Labour 
Office (ILO), Juan Somavia said recently. 


Surviving The Gullotine 
Given India has no social safety net despite 50 
years of socialism, laid-off employees can count 
on no one but themselves and friends and fam- 
ily for aid. This is particularly troubling in these 
times of EMI payments, and many working 
families could loose their homes and cars in 
handed pink slips. The only fallback option 
most people have beyond their own savings, is 
to withdraw money from their provident funds. 
(100 per cent of PF can be withdrawn by em- 
ployees without a job for a month). 
Younger managers may also be tempted to wait 
out the slowdown in a business school. Globally, 
a slowdowns result in record numbers of B- 
school applications, as the opportunity cost of 
doing an MBA versus continuing with the job 
would have either fallen dramatically or ended 
up being academic. The Graduate Management 
Admission Council, the global organisation of 
B-schools, has reported a 77 per cent jump in 
applications for full-time MBAs this year. 

Vijay Thadani, CEO of NIIT, says “Enrol- 
ments for short-term courses has gone up 30 


= 


per cent.” When signs of slowdown started in . 


the Indian software industry in 2007, many en- 
gineers enrolled for full-time MBAs. “At least 
40 per cent of the students in the latest batch 
(2008-2010) of autonomous MBA programme 
(120 students) are from the software industry; 
says Suresh Ghai, director of KJ Somaiya Insti- 
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tute of Management Studies, Mumbai. 

Perhaps the most important challenge for 
laid-off workers is to stay mentally healthy. Em- 
ployees can be their worst enemies if they take 
the social stigma of joblessness to heart and 
withdraw from the world. Instead, out-of-work 
people must become socially active and net- 
work aggressively, says Deepak Mohla, manag- 
ing director of InspireOne, a people and leader- 
ship development firm. "If a person is already 
an introvert, dealing with such a situation 
would help them evolve into a more emotion- 
ally mature individual," he says. 

As is often common, a layoff can often be the 
push closet entrepreneurs need to find their 
true calling. Take the case of Prakash Menon, 
who was very content drawing a five-figure 
salary as the chief marketing officer of internet 
consulting firm Brandquiver.com. One after- 
noon in the summer of 2002, he was shown the 
door by the company’s venture capitalist. With 
almost no savings in his bank, a list of EMIs to 
pay and a wife and child depending on him, 
Menon was initially lost. “It was scary,” he re- 
calls. But Menon soon got himself to borrow Rs 
25 lakh from a friend and launched Impact 
Marketing Services, an integrated marketing 
communications group. Today, Menon he em- 
ploys 1,100 people in six branches and counts 
companies such as Coca-Cola, Microsoft, Sam- 
sung and Britannia as clients. 

Menon recommends entrepreneurship to all 
laid-off workers, but others simply prefer to get 
married. "It's usually raining marriages in 
times of economic crisis," says J. Murugavel, 
founder of Bhartmatrimony.com, which has 
over 10 million registered users. 


Given all the above, people may be surprised to 
learn that the Labour Ministry insists only 63 


people were retrenched between January and ` 


August this year! But even by this meagre num- 
ber Indias layoffs have jumped 350 per cent, as 
the ministry reported just 18 job losses in 2007! 
(The figures for previous years are as follows: 73 
in 2004, 1,386 in 2005, and 627 in 2006). 
The problem lies in the fact that Indian labour 
law requires only companies with 100 or more 
employees to seek the government's permission 
before retrenching workers. The labour min- 
istry is considering lowering the ceiling to 10 
employees for a more realistic assessment of an- 
nual retrenchment. But this is yet to happen. 
For now, officials hide behind the official fig- 
ure to side-step instituting a social security um- 
brella for employees. Attempts to set up a Na- 
tional Renewal Fund as a 'safety net' have gone 


nowhere. “We are trying to cover some of the” 


pitfalls," says Labour Secretary Pillai. Indeed, 
the government is working to get all firms with 
10 or more employees to enroll in the provident 
fund scheme. Employees in firms with less than 
10 people will be covered by the Rashtriya 
Swathya Bima Yojana. But all this still falls 
short of a social security net. 

For companies, it is time to reflect on how ex- 
its can be handled more gracefully. Jet Airways 
distasteful sacking of 1900 people, which 
KPMG’s Shermon says was masterfully orches- 
trated to highlight airlines' crisis, hasn't gone 
down well with the employees, the government 
or the politicians. "We would like all companies 
to first examine other ways of cost cutting,” says 
Pillai. Any retrenchment must follow the law in 
letter and spirit: a notice period of 45 days fol- 


d 


lowed by retrenchment on the principle of last- 


come-first-go (employers cannot cherry-pick? 
with proper notification to the labour depart- 
ment with reasons for closure/retrenchment. 

InspireOne's Mohla suggests that companies 
must display a humane side by counselling in 
the midst of the huge emotional surcharge dur- 
ing a lay-off. Better still, whenever such organi- 
sations need to hire again, they must first ap- 
proach the employees they had removed. “It's 
important to appeal to the emotional being of 
an organisation, says Mohla. 


With inputs from Feroz Ahmed, Rajesh 
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Once again, 
India may 
run short of 
foreign 
exchange 
reserves 


TOUGH TIMES: 

The exchange rate of 
the rupee vis-à-vis the 
dollar is close to Rs 50 


Bg finance 


Dollar 


Dilemma 


by Srikanth Srinivas 


IF YOU WERE AT A FOREIGN EXCHANGE COUNTER AT 
any Indian airport last week, the quoted rates 
would have shocked you: a little more than 
Rs 45 if you were to sell them and more than 
Rs 53 if you wanted to buy. The spread of nearly 
18 per cent between the two prices is shocking; 
usually it ranges around 5 per cent, which is al- 
ready higher than what a bank would charge you. 

That spread indicates the volatility in the ex- 
change rate: on 23 October, as BW went to 
press, the exchange rate of the rupee vis-à-vis 
the dollar was perilously close to Rs 50, the 
highest it has ever been. And to think that less 
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than a year ago, experts and some economists 
were predicting the price of a dollar at Rs 35. 

But exchange rate volatility also raises a set 
of issues that may have not mattered six months 
ago. For one thing, no one is certain how 
much more the rupee will depreciate, and what 
that will do to corporate India's prospects. 
Second, the spectre of large capital outflows on 
top of the $12 billion that foreign institutional 
investors (FIIs) have already taken out of In- 
dian markets raises questions about the quality 
of the inflows that led to the huge build-up of 
reserves until March, even May this year. 

Third, while India may have the fourth largest 
reserves in the world, we are also the fifth largest 
debtor nation — at $221 billion —according to 
the World Bank's Global Development Finance 
2008 report. Which brings us to an extreme 
question: in the event of sudden and large rever- 
sals, will our current reserves be enough? 


Compared to all other currencies — except the 
Japanese yen — the rupee has depreciated 
roughly as much as the pound sterling, the Swiss 
franc and the euro against the dollar since Janu- 
ary this year — all lost about 16-20 per cent. The 
yen has appreciated against the dollar by about 12 
per cent, the reasons for which are not too clear. 
"The trend is towards a further depreciation of 
the rupee,” says Harihar Krishnamurthy, head of 
treasury at DCB in Mumbai. “But we don’t think 
it will depreciate by the same rate (20 per cent) 
that we have seen since January.” It is all about 
momentum, he says, and sooner or later the 
downward momentum will have to lose steam. 
Many like Krishnamurthy take heart from the 
‘fierce and coordinated’ intervention by central 
banks around the world, including the Reserve ' 
Bank of India (RBI). They point to the fall in oil 
and commodity prices (the Indian crude oil bas- 
ket is about $62 a barrel right now), which im- 
plies that the trade deficit that has widened 
sharply in the past two months, will do better. 
But if the trade deficit narrows because of 
lower import prices, the fall in exports could 
drive the deficit wider. Where the balance will 
be struck will emerge over the coming months, 
but software exports will suffer from reduced 
demand; many, including heavyweights such as 
Infosys Technologies, Tata Consultancy Ser- 
vices and Wipro have sounded lower earnings 
warnings for the next two quarters. : 
Many export firms sold their dollar receivables 
forward at between Rs 41 and Rs 44 when the ru- 
pee began depreciating in January. This quarter, 
their earnings took a further beating when they 
had to take mark-to-market losses when the ru- 
pee depreciated to over Rs 49 against the dollar. 
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Prom all accounts; the global credit and finan- 
cial crisis is going to get worse before it gets bet- 
ter. As the global financial crisis deepens, FIIs 
may end up taking out more than the $12 bil- 
lion that they have taken out of our stockmar- 
kets so far. — 

That means the likelihood of large outflows as 
FIIs liquidate more holdings to meet cash re- 
quirements in their home markets; we have al- 
ready seen how the draining of $12 billion has 
impacted the domestic money markets. Add to 
that another potential outflow: debt repayment. 

Corporate India has about $62 billion out- 
standing in external commercial borrowings 
(ECBs), starting from 2002 (including foreign 
currency convertible bonds, or FCCBs). Many 
companies will be faced with having to repay 
those loans, about 20-25 per cent of which is es- 
timated to fall due this year. 

That means another $12-15 billion will likely 
go out in the next few months. Indian stockmar- 
kets have also crashed like so many others in the 
region, so holders of FCCBs are unlikely to con- 






vert debt into equity when the strike price is so 
much higher than the price on the bourses. 
"And in today's scenario, raising more ECBsis | , 
going to be extremely difficult, says Moses ` 
Harding, head of the global markets group at 
Indusind Bank in Mumbai. "Which means that 
despite the liberalisation of ECB norms by the 
RBI, most of that money is unlikely to return." 





But nod that DCB's jdm feels 
the forex reserves position is comfortable. 
Harding, on the other hand, points out that the 
quality of the reserves matters in today's cir- 
cumstances, when FII money — there's still 
$100 billion of that invested in the markets — 
and ECBs account for the bulk of our reserves. 
From July 2006 to March 2008, accretion to 
foreign exchange reserves grew very rapidly; 
but from April to June 2008, addition dropped 
alarmingly (see ‘FIIs in Heavy Outflow Mode). 
Reserves management then was about manag- 
ing the demand side of capital flows: discourag- 
ing them, while trying to get the best return 
without compromising their safety or liquidity. 
The RBI intervened in the markets to prevent 
the currency from appreciating too much. In 
the last few weeks, the purpose of RBI's inter- 
vention has been to prevent it from depreciat- 


ing too much. Now, it is all about managing 


the supply side of capital — making sure we 
have enough. 

What about liquidity management? Recent 
events have also demonstrated the market's abil- 
ity to absorb large infusions of money, and to deal 
with large withdrawals. Under the present situa- 
tion, if another $60 billion — through a combi- 
nation of ECB repayments and FII sales — were 
to be taken out, it would absorb ail the rupees re- ` 
leased by cutting CRR to 3 per cent (Rs 1,580,000 
crore) and an unwinding on the market stabilisa- 
tion scheme (MSS) (about Rs 1,25,000 crore) 
that the RBI used to mop up excess liquidity. 

Domestically, that would leave the market 
where it is: short on domestic liquidity and 
short of dollar capital that has catalysed much 
of India's growth story. On Thursday, just be- 
fore BW went to press, the finance ministry an- 
nounced further easing of ECB norms, sig- 
nalling that restarting capital inflows was on 
top ofthe agenda. 

Before 1990, foreign exchange reserves ac- 
counted for 6-8 per cent of GDP for most coun-: 
tries. Today, they account for close to 30 per 
cent; East Asian economies built them up as in- 
surance against capital flight, with India follow- 
ing suit. And that is now being flight-tested. 


sr rikanth. sriiivas@abp. in 


3 NOVEMBER 2008 42 BUSINESSWORLD 


Manage multiple IMs t! 


Why waste time with multiple | 


log-ins? BS Buddy integrates with all the 








3 <<) = ert Ta 
S. b il I 
a * 
r La, A ee y Lš 
. * 7 ` ` 
= Com E N ) wc 
d 1 Hara 
r 1 k; š 
h ` Ë š ty 
A ' ¿Sir 
I io 
E 
P | " = š 
P. 4 K = ix 4 * it 
at ` TA i H E: £ 


A Gentle Decline 


by Ashok V. Desai 


1. PAYMENTS THROUGH BANKS 5. INTERMEDIATES 


= Cheques 
m Bulk Remittances 


ILLE ELLE 


BERBREREARA 
f p 


Rs Trillion 
Per cent per annum 





Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul 


06 06 o 0 07 OF OF 08 08 06 016 o 06 0 0 0 07 08 08 08 
2. INDUSTRIAL GROWTH 6. CONSUMER GOODS 


Per cent per annum 


7 l iy Hl 
TE UH TT E 


Per cent per annum 





4 
" tt 

I -- 44) PR 
4T ~- HHNH HIHI 


Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul 
05 05 05 05 06 06 06 06 07 07 07 07 08 08 08 06 06 06 0 07 07 07 08 08 08 


14 3. BASIC GOODS 7. CONSUMER DURABLES 


| | | x I ; n I | M Hl | 
"III ' 


Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul 
06 08 06 0 0 0 07 08 08 08 


8. NONDURABLE CONSUMER GOODS 


Per cent per annum 
Per cent per annum 





Per cent per annum 
Per cent per annum 





Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul 
06 06 06 07 07 07 07 08 08 08 06 O06 06 07 07 07 07 08 08 08 


in 


3 NOVEMBER 2008 "t^t BUSINESSWORLD 






2 UMBER OF FI- 































Pake fail, payments 
ction of goods and 
illions can be thrown 
uld invest in such a 
would sink into a long 
bpened before; the nine- 
e with such episodes. 
was in 1929. Its spec- 
policy-makers. To pre- 
nt has taken permission 
$700 billion, and is buy- 
h the money. That will 
make them less likely 
given big nonbank in- 
nees so that it can bail 


ICICI Bank had made 
nts in the US had de- 
ts took flight and ran 
The bank's executives 
sion reiterating they 
1e lost money is afford- 
"s profits perhaps. Once 
d he magnitude, the panic 
subsided. But t Te are questions in many 
- minds about how vulnerable India is. An index 
~ of the insecurity is the frequency with which the 
i ` finance minister makes unsolicited statements 
- to the effect that the fundamentals of the Indian 
de economy are sound. 
Are they sound? Let me review how the econ- 

y is doing. It is slowing down. As Fig 1 shows, 
. payments made through banks doubled in ayear 
. toRs30 trillion in January 2008. In August they 
were down to Rs 24 trillion. We are talking here 

of value, not quantities; and a high proportion of 
. bank payments are for high-velocity transac- 
A tions like on the stock market. But they are an 
indication ofa general slowdown. 
__. Whatled to this slowdown? By January, many 
gs were slowing down. But the first was in- 
try. In Fig 2, I have taken a 12-month moving 
ge ofthe index of industrial production, 
lated change between consecutive months 
i d it to the power of 12 to get the annual 
‘rate ofc hange. As it shows, industrial growth 
peaked at about 14 per cent in the beginning of 





















The Indian 
- economy 
turned 

ks down in the 
"es first quarter 
of 2008 


2007, and has been declining since; 
in August it was close to zero. The 
finance minister has cast doubt on 
the index. He may know something 
we do not. But even if bad data go 
into the index, a lot of data go into 
it, and all of them cannot be bad. 
Mr Chidambaram is a man of good 
cheer, and would rather disbelieve 
bad news. But it looks like a case of 
a bad carpenter quarrelling with 
his tools. 

Which industries have been doing worst? Fig- 
ures 3-8 cover sectors of industry. The sectors 
that match the slowdown in timing are basic 
goods and intermediates. These comprise indus- 
tries like steel, cement, oil, aluminium, plasties 
etc, whose products go into the manufacture of 
the whole variety of capital and investment 
goods. Capital goods show the right timing, but 
their variation in growth is high. Consumer 
goods also show a slowdown, but the cycle in 
durable and nondurable goods is very different. 
Growth in durable consumer goods fell six 
months earlier, in the second half of 2006; non- 
durable consumer goods show the right timing. 

So growth rates are falling, and there is no rea- 
son to think they will stop falling. The sectors 
that will be in serious trouble are capital-inten- 
sive sectors that have borrowed a lot — construc- 
tion and aviation for example — and export 
industries, especially information technology 
which depends so heavily on the US and the 
financial markets. And if producers go through 
bad times, banks cannot be i immune; customers' 
inability to service debt will convert into bank's 
bad debts. Most of them are owned by the gov- 
ernment, so if they run out of cash, it will simply 
print money and give it to them. 
But the path of private institutions will not be 
so smooth. They will either fail, or will have to go 

to the government, cap in hand, just as the 
airlines are doing just now. The government 
will go into a huddle, discuss and discuss, and 
come up sometimes with a bailout. But not 
everyone will be saved; businesses will fail, and 
investors will lose. We will keep experiencing 
earthquakes, like other capitalist economies; 
the only difference will be that our government 
is incapable of acting quickly and decisively like 
the British or the American government; the 
governments response to them will be slow and 
messy. And the government will favour its own 
firms. That can vitiate competition; for example, 
private airlines may fail if the government bails 
out only NACI. That is our socialist India. 
The author is Consultant Editor of 
Businessworld. ashok.desai(à gmail.com 
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arking 
Time 


by russi m. lala 


He underwent a nine-and-a-half-hour oper- 
ation. On the eighth day, his wife picked him 
up from the hospital and said, “You want to 
go home?” To which he replied, “No, I want to 


go to office.” 
— Herb Goldberg 


WHAT IS IT THAT DRIVES MEN TO SUCH EX- 
tremes? An executive friend of mine suffered 
from an addiction. He worked till 9-9.30 
p.m., and his immediate entourage of two or 
three people would hang around. One day, 
he got a bouquet of flowers with a sealed en- 





Today, the pace of life is getting more and 
more hectic. Emails have stepped up the 
speed of work. We live in the instant age. 
“Great things are achieved in silence,” said 
Thomas Carlyle. Do executives keep space 
for it? If they can examine — either early 
morning or at night — themselves and the di- 
rection of their work life, it would help them. 

Jamsetji Tata had a vision. His passion to 
transform India into an industrial power was 
unrivalled. He took time every day to read 
and contemplate before he reached office at 
1.00 p.m. He left office at 6.00 p.m. for his 
club life. After dinner, he would do the same. 
They were terrified to disturb him in the 
library. It was in these hours that he shaped 
his plans for steel, hydro electric power and 
the Indian Institute of Science to which 
he offered half his fortune during his life 
time. He did not rush from one board meet- 
ing to another. 

It is the same leisure that enabled former 
President Anwar Sadat of Egypt to contem- 


velope. It was from his only daughter. The Better time plate and reverse the course of history be- 
e aei. — MEE d E ut Pes, than Fond 
please give me an ap i ; ; 
He told me this story, and said he wept and more Minister (now President of Israel), that to 
when he got that card. delegation of come to the conclusion on reconciliation, he 
A book on business management speaks vec with moved from one palace to another in search 
ofa CEO who worked till 9.30 p.m. each day. of loneliness. 
Many meribers of his all nde De — NM it is andon fa ze "that freed him (Sa 
own solidarity, stayed in office. The re- cle in the London Times, “that freed him (Sa- 
tired, and the next CEO came. He would get can work dat) in many ways from daily routine and 
out of the office at 5.40 p.m. sharp. The staff well for permitted him to remain alone to meditate.” 
was stunned. They were used to two-hour husinesses Hosni Mubarak, then Vice-President (now 


lunch breaks, and took it very easy during of- 
fice hours. In the first week, they were totally 
lost about what to do with their evenings. Se- 
nior office executives tell me that half of this ‘over busyness’ 
is totally unnecessary. Better time management and more 
delegation of work with accountability can work for them. 

A former vice-chancellor of a women's university told me 
about her visit to the US, including the sorry state of her 
nephew who was working in Silicon Valley. He told her: “I 
worked hard and had no time for my family. Now I have sold 
my business for $500 million, but my wife and son have al- 
ready left me. Now what is the use?" 

When I hear such stories, I am more than grateful to my 
father. When I was around 7-10 years old, he was at the 
height of his practice as a solicitor. But every night after din- 
ner, he would spend about 45 minutes with me before bed- 
time. If any client dared to call him at that hour, he would let 
them know of his displeasure. My father would either read 
books to me, such as Aesops Fables, or relate stories to me. I 
owe what I am to him. 


President of Egypt), looked after the routine 
work. Peres wrote: “To be in command of his 
time, to prefer a tree to a desk, a flower to a 
file, made him into a model leader” His historic trip to 
Jerusalem at his own initiative shocked people. 

Sadat addressed the (Knesset) Parliament of Israel: "For 
the sake of our sons and brothers, for generations to come, 
for a smile on the face of every child born in our land, I have 
taken my decision to come.’ 

Sadat also wrote in his book, /n Search of Identity, what 
gave him courage to stand for his convictions. "My love for 
the universe is derived from my love for God. The Creator 
being my friend, I could not possibly be afraid of man.” He 
refused security protection in Israel. Sadly, some time later 
at a military parade in Cairo, he was shot. 

To make a difference, business leaders can learn from 
Jamsetji Tata and Sadat that activity is not nece- 
ssarily achievement. 





Russi M. Lala is a journalist and author 
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INFOCOIVES 


Conference & Exhibition 


ESTES STOEL initiotive 


CXO ROUNDTABLE Supported by: 
Mumbai Round A 
In association with: A IAMAI d 


3" mauj | mÜnék 









p? 





Will the 
mobile phone be 
the centre of your universe? 


See for yourself where and how far the world of mobile by the rising demand of consumers for innovative services, 
phones is headed at the INFOCOM 08-09 CXO Roundtable beyond the so called basic services. As ARPU's plummet 
in Mumbai. Organised by Businesswortd, India's best selling and competition among operators becomes more and 
and most read business magazine, the CXO Roundtable more cut throat, MVAS is poised to change the structure 
will see industry big wigs coming together. To discuss how of the cellular industry. Be there to catch the future as it 
MVAS will spearhead India's next mobile revolution, triggered unfolds in Mumbai in real time! 


Panelists: 


e Abhijit Saxena, CEO, Netcore Solutions 

e AR Vishwanath, Chairman & CEO, IMI Mobile 

* Jagdish Mitra, CEO, CanvasM Technologies Limited 

e Krishna Durbha, Head-VAS Business & Marketing Applications Solutions & 
Content Group, Reliance Communications 

* Manoj Dawane, CEO, Mauj Mobile 

* Pankaj Sethi, President VAS and Enterprise Market Planning, Tata Teleservices Ltd. 

e Sanjay Swamy, CEO, mChek India Payment Systems 


Moderator: Jehangir S. Pocha, Editor, Businessworld A BARCLAY 
PR 


EMIER 


Registration Desk Sponsor: 


Panel Discussion: Mobile Value Added Services in India: Crystal Ball Gazing 


Venue: Regus Conference Centre, Bandra Kurla Complex, Mumbai 
Date: 24th October, 2008 ¢ Time: 6:30 pm onwards 


To attend, call: Bhaswati Ghosh on «91 9819022145 or e-mail at bhaswati.ghosh2@abp.in 
Clement Almeida on +91 9821923988 or e-mail at clement.almeida@abp. in 
For more information log on to www.indiainfocom.com 





BEEN CEPIT consumer products 
Decreasing Radiance? 


HE festive season slipped in 

quietly while most people 

were caught up with finan- 

cial troubles following the US crisis 

that is slowly but surely affecting 
the Indian economy. 

Shopping barely brought cheer to 

the glum environment with no ex- 


Festive citing deals on offer. Deputy man- 
spirit has aging director of Samsung India 
R. Zutshi categorically ruled out 

not totally freebies this festive season. He 
diminished could well be speaking for the con- 
inaslow ""*' durables industry as dis- 
counts are largely missing. So how 

economy is the industry expecting to drive 


Television companies 
have launched new 
products but have not 
offered discounts 





and Rs 15,500. 





by Shalini S. Sharma 


sales this festive season? “Through 
new launches,’ says Zutshi. 

But with interest rates as high as 
20 per cent on personal loans, sales 
have failed to pick up during Diwali. 

For those who have the cash and 
those who were wise enough to exit 
the stockmarkets earlier this year, it 
could still be a party out there. ` 

“Give Me Red” may well be the 
mantra as red-coloured gadgets 
and accessories flood shopping 
hubs. Sweetmeats or mithai how- 
ever is passé. Chocolates, dry fruits 
and fancy cakes are the flavour of 
the season. 


HE television industry is thinking fit and light this festive sea- 

son. There are new and exciting options in the slim and the LCD 
range. Samsung India has launched ultra slim flat televisions, 
priced between Rs 6,400 and Rs 19,500. This, according to 
Samsung's Zutshi, is part of the company's drive to shift the slim 
segment by reinforcing the slimfit range. The company has also 
aggressively priced its entry-level flat televisions between Rs 8,500 


In the LCD television segment, Sony Bravia has come 
out with a new S, V and W range, which has features 
such as intelligent picture and MPEG noise reduction. 
These are priced between Rs 17,900 and Rs 29,900. 
According to the company, these have been designed 
specially for the Indian market after a consumer re- 
search undertaken last year. 
But a model that is truly breathtaking comes from the 
LG stable. Named Jazz, it has features such as auto 
sliding speakers, built-in 3.1-channel virtual surround 
sound and in-built woofers. Says Moon B Shin, manag- 
ing director of LGEIL, "We believe in constant expan- 
sion of our existing product portfolio by offering cus- 
tomised display solutions to our audience." Its sound 


system was tuned to perfection by audio expert Mark Levinson. A 32- 
inch Jazz is priced at Rs 50,000 and a 42-inch model at 
Rs 85,000. Another high-end option in LCDs is the “Hollywood Collec- 
tion' priced between Rs 30,000 and Rs 70,000 launched by Vu Tech- 
nologies, a California-based company promoted by Zenith Computers. 
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MOBILE PHONES 


DIVERSE RANGE: 


N the mobile phones segment, the march has 

been stolen by LG with KC550 and LG Secret 
or KF750 — two models which have been intro- 
duced in India after huge success overseas. 
Both are professional-level 5-megapixel camera 
phones. Says Anil Arora, business group head of 
LG Electronics India, “They are a perfect blend 
of style and technology.” The LG phones use 
carbon fibre, the lightest composite material 
that keeps them looking good. KC550 comes 
power-packed with applications such as Cock- 
tails Mocktails, a data bank of 50 cocktails and 
mocktails. With a full TV-out facility, the phone 
is priced at Rs 17,500. 

Motorola has launched three 
new models — Motoyuva 388, 
Motoyuva A810 and Motoyuva | 
ZN200. Yuva W388 is a mul- 
timedia candybar phone 
priced at Rs 3,640, Yuva 
A810 is a touch screen | 
phone costing Rs 8,119 gg 
and Yuva ZN200 is a slider £ 
imaging phone priced at 
Rs 6,719. All the models 
have access to Motomu- 
sic, a combined Web 
and WAP service. 












DIGITAL CAMERAS 


PHOTO SHOOT: 


ITH growing competition from phone cameras, digital camera 

companies don't have much to smile about this Diwali. Sony Er- 
icsson has recently launched a mobile phone with an 8 megapixel 
camera and has announced one with a 12 megapixel camera for 
2009. But digital camera makers have decided to take the bull by the 
horns. Samsung has launched still cameras in NV100HD series with 
14.7 mega pixel resolution — so far the highest in compact cameras. 
Priced at Rs 21,990, they have 28 mm wide angle lens and a 3-inch 
LCD. The NV9 range has a resolution of 10.2 megapixels as well as an 
MP3 player and is priced at Rs 18,990. Similarly, Sony has launched 
new models in W, T and H series in the Cyber Shot range with features 
such as enhanced imaging performance and convenient photo view- 
ing. The company's HDR-SR10E and HDR-HC9E range of high defini- 
tion camcorders incorporate face-detection technology for both video 
and photos. Unlike other handycam models with face detection, these 
camcorders allocate more pixels to the image when people are being 
photographed, says the company. So, if you are ready to loosen your 
purse strings this festive season, fun is just a click away. 





PERSONAL OR your Diwali 
ACCESSORIES M souk, cok "te 


Clearly a no-no, 
since the price of 
the metal is showing 
no signs of soften- 
ing. So it makes 
sense to go in for trendier stuff. And there is a lot to choose 
from. Keeping the Diwali spirit in mind, Orra has launched 
its eleventh collection in spiritual series dubbed 
Suryashakti, which features pendants based on motifs such 
as the Sun. Apart from precious stones, these pendants use 
rudraksha, tiger stone, coral and navratna. Says Vijay Jain, 
CEO of Orra Diamonds, “The designs are modern but they 
still keep the youth connected to their roots and spiritual- 
ity.” Da Milano has launched its latest collection of matte 
handbags crafted in silhouettes — ranging from classic day 
bags, stylish satchels, shoulder bags and hand totes — 


BRAND VALUE: 





priced upwards of Rs 5,500. 
Sahil Malik, managing direc- 
tor of Da Milano, is one of the 
few optimistic on sales. 
“Since footfalls in our stores 
double and sales shoot up, 
festivals feature high in our 
priority for new launches.” 

There are also the limited 
edition timepieces available 
just for women from Harry 
Winston — named Lady Z, 
these timepieces come with Zalium 
setting and are inspired by the mythi- 
cal goddess Luna. But priced at a 
whopping Rs 15 lakh, they are target- 
ted at the high and the mighty. Cul- 
ture and tradition is certainly in this 
festive season. 














Tale Of 


Many Cities 


New York 

at No. 1 
may soon 
be ousted 
by emerg- 
ing rivals 


Overall 
Ranks 


New Delhi (No. 41), Mumbai (No. 49), Bangalore (No. 58), Kolkata (No. 60) 





| Business 


Rankings in different parameters outside the Top 10 


by Manashwi 


THE MIDDLE OF THE WORST FINANCIAL CRISIS TO 
grip the world in decades is perhaps not the best 
time to be a cheerleader for globalisation. But 
some will try. As an extension to its annual glob- 
alisation index, global consulting firm AT Kear- 
ney, along with Washington-based magazine 
Foreign Policy and the Chicago Council of 
Global Affairs, has for the first time ranked 
cities as well. It has listed 60 top cities from 40 
countries in the Global Cities Index. 

The focus has shifted to cities from nations 
as, for the first time in history, the number of 
people living in cities across the world has 
crossed the population of rural areas this year. 

Topping the charts are the usual suspects, led 
by New York at No. 1 and London at No. 2 (see 
The Top 10 Cities); However the report says the 
top four have strong competition from cities 
that have managed to excel on particular fronts. 
Hong Kong (No. 5) and Singapore (No. 7), for 
instance, have scored very well on their finan- 
cial links, and Chicago (No. 8) on its human 
capital advantage. Four Indian cities — New 
Delhi, Mumbai, Bangalore and Kolkata — also 


Dimensions 


Human Information Cultural 


Aetvity Capital Exchange  Fryerencas Engagement 
=s en 
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Political 





Source: AT Kearnev Global Cities index 


figure on the index; but sadly, not in the top 20 
list. The two major Chinese cities, Beijing (No. 
12) and Shanghai (No. 20), have beaten the In- 
dian cities hands down. 
“The new Global Cities Index measures 
unique dimensions that define today's global 
cities, says Columbia University’s Saskia 
Sassen, author ofthe index. "Cities can be global 
in different ways as globalisation boosts the 
strength of urban areas. Some powerhouse 
cities, such as Chicago, rank highly because it is 
more than just business and finance — it's the 
whole city." So, business activity is Just one of 
the parameters on which the rankings are 
based. The other four are human capital, infor- 
mation exchange, cultural experience and in- 
ternational policy making (access the method- 
ology at wew.businessworld.in), 
As for India, connectivity, or the lack of it, 
proved to be the biggest spoiler. Bangalore espe- 
cially has cause for concern. The number of 
broadband subscribers is much larger in the Chi- 
nese city Shenzhen, which is China's answer to 
India’s IT capital, Bangalore. Also, Delhi falls be- 
hind the leader in connectivity, Paris. Indian 
cities rank even lower than Mexico City (No. 25), 
a city plagued by drugs-related crime and vio- 
lence, overflowing landfills and the threat of raw 
sewage flooding its low-lying slums. However, 
Mexico City’s ranking was pulled up by the cul- 
tural experience it provides and its political en- 
gagement in international affairs. 
Adjusting rapidly to the twin dynamics of 
globalisation and urbanisation is a problem 
faced by challengers from developing and poor 
nations. While the United Nations counts 19 
megacities — cities with over 1 
million people — eight more, in- 
cluding Chennai, are expected to 
join by 2025. 
China is the fastest urbanising 
country. And while the US has 
nine cities with a million or more 
people, China already has 100. 
“This new index shows that there 
is no perfect global city because no 
city is top in all dimensions — 
there is sharp variability and a 
B clear, ongoing shift from a 

| unipolar to a multipolar world,” 
says Sassen. 

As Lewis Mumford — author of 
the 1961 classic, The City in His- 
tory — said of the ‘winner’ of this - 
year's ranking, “New York is the 
perfect model of a city, but not the 
model of a perfect city.” 


manashwi.banerjee(@abp.in 
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n Gonversation 


_ Hybrid Is 20 
i. Years Away 


~David M. Cote 


Chief Executive Officer, Honeywell International Inc. 


Few companies resemble the mighty 
General Electric as much as the 
Morristown, New Jersey-headquartered 
$34.5-billion Honeywell The resemblance 
and a complementary business model even 
led GE to launch a bid to acquire Honeywell 
in 2000-01 until the European 
Commission's competition commissioner 
> bloeked the deal. Since then, Honeywell has 
“adopted a solo growth path to produce 
consumer products, thermostats, security 
solutions, engineering products and 
aerospace systems, emerging as one of the 
US's worst polluters. BW s Rajeev Dubey 
met Honeywell CEO David M. Cote in New 
Delhi to ask how it is emerging from the 
infamous distinction. Excerpts: 
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What is the biggest technological 
Q: a innovation that z arsa, les is doing in 
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nent conservation, 
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rgy-efficient. Just 

| technologies, the 
nt of its total 

ing from using 

ts in homes, to 
ady existing in 
pd] to using 


Ei 
M MMC 





Is nstraint is dm 
nsive. We are still 


iral to figi ley we can 
bring in tom 

competitive 

Q a i you Bova, it is the most- 
biggest chi ec by the car is its heavy 


battery. Te rie hile eig 


> lithium ion battery the cost of the car will rise 
~~ ‘two-and-a-half times. 


I think Reva is an important concept, 


ae A: but it is yet to take off considering that 
<> people look for power in cars along with 

.. emergy efficiency. The best alternative in auto 
-today is diesel turbocharger. A turbo diesel 

.. engine is one-third the size of a full-sized 


engine, but produces the same amount of 
power at a much lower cost. The consumer is 
happy to save energy provided he is not comp- 


romising with the quality of the energy prod- 


uced. It is not a matter of what we can produce 
in the next 20 years, but how a consumer is 


<o benefited. Just think about thermostat — we 
-have been going out of the way to make sure 


. that the consumer is benefited. 


How much is India contributing to 


Q: Honeywell globally? 


India contributes hugely to Honeywell's 


Í A: global business. If we go back about 60 


years, we had about 500 employees in India 
working at Honeywell Technology Solutions 
(HTS). This year we have about 7,000-8,000 
people based in Delhi, Pune, Bangalore, 
Hyderabad, Chennai, Gurgaon and Madurai. 
Our India division does most of the innovation 
and product-development work. Also, each of 
the companys four businesses — aerospace, 
automation and control solutions, 
transportation systems and specialty materials 
— has operations in India. We also have 
state-of-the-art manufacturing and 
engineering operations for Honeywell’s 
automation, turbocharger and refining 
businesses in India. 


Your observation on India's growth 
Q: prospect? 





a india is currently undergoing a lot of 

a change. There has been a huge 
development in infrastructure in the country 
in the past few years, which makes it very 
prospective for international companies to 
come and start doing business here. 






been able to convince thet tru m | ^ » ah e min 





more efficient fuel? 

„n India, we didn't have to convince the 

s manufacturers for anything — for diesel 
or gasoline. We haven't had much discussion 
with them. But if we talk about dieselisation in 
Europe, 53 per cent of all the new cars there 
are running on diesel. Ten years ago, it was 
about 34 per cent. The rise is the result of new 
diesel technology that has been improving 
over the years. In India, technology has picked 
up much faster than in the US. 


„ What about hydroge 
s you into it? 


A: Not currently, but it might pick up two 

s decades later. People usually get nervous 
thinking about explosive gases and hydrogen 
and the infrastructure required to maintain 
these gases. 


What's your view of hybrid 
Q: 2 amare Aren't hybrid cars 
apelling enough? 
- Right now, the hybrid technology is in a 

š nascent stage. Moreover, tt is very 
eie and way beyond consumers' reach. 
It will take some time for this technology to 
grow as more work needs to be done on this. It 
certainly can make peoples lives better, but 
maybe 20 years from now. 
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Tech Talk 


IMPR0VED USAGE 


GENETICS 


mRNA 


® When mRNA is striked with miRNA 


=, RIBOSOME 


i" Less protein 
made 


it results into less protein 


Genes are made up of DNA mole- 
cules, which store coded information 
about all proteins. When triggered, the 
particular gene first transcribes the 
information into a template called 
RNA, which in turn translates the 
information into proteins. The species 
of RNA, which carries this transcribed 
message, is the messenger RNA. 


® When mRNA is triggered with 


More protein 
made 


miRNA attached with inhibitor it 


produces more protein 
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Fruitful 
Interference 


by Noemie Bisserbe 


New findings 
encourage 
scientists to 
use RNA in 
treatment of 
diseases 


FOR DECADES, THE ‘OTHER GENETIC MATERIAL, 
RNA (ribonucleic acid), was thought to play 
only a supporting role to its more famous coun- 
terpart, DNA (deoxyribonucleic acid). After all, 
it is only used as an intermediary by the cells 
that produce protein. DNA-based genetic infor- 
mation first converts to transient RNA mole- 
cules, which are used by cells as blueprints to 
build proteins. But more recently, scientists 
have come to realise that the range of RNA 
functions is much broader. RNA can regulate or 
block some genes and mediate many key chem- 
ical reactions. These findings are leading scien- 
tists to use RNA in treatment of diseases such 
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as AIDS and cancer. 

Even though it has been supplanted in the 
course of evolution by DNA and proteins in 
many of its roles, RNA performs some core 
functions in cells ranging from bacteria to hu- 
mans. “For example, two very large RNA mole- 
cules comprise the active site of the ribosome, 
the complex machine responsible for synthesis- 
ing the proteins that catalyse most of the meta- 
bolic reactions essential for life,” writes Jo Ann 
Wise, professor at the US-based National Sci- 
ence Foundation, division of molecular and cel- 
lular biosciences, in an email response to BW. 

But the path-breaking discovery about the 
importance of RNA came about two years ago 
when scientists discovered a new class of RNAs: 
micro RNA (miRNA), Short Interfering RNA 
(siRNA). “These discoveries confirmed that 
RNA holds great potential in terms of its ability 
to control critical factors involving cell growth, 
metabolism and defence mechanism, and can 
be harnessed for therapeutic applications,” says 
K.V. Subramaniam, president of Mumbai- 
based Reliance Life Sciences. 

Adds Beena Pillai, scientist and researcher 
with the Delhi-based Institute of Genomics and 
Integrative Biology, “Scientists have for many 
years suspected that RNA might have had a 
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primitive role as the hereditary material. A few 
examples of RNAs carrying out enzymatic reac- 
tion are also known. But what has taken us by 
surprise is the sheer numbers and types of these 
molecules in the cell and, more importantly, the 
fact that they can regulate other genes.” To put it 
simply, scientists found that RNA could block a 
gene from delivering its message to proteins, es- 
sentially shutting down that gene — a process 
called RNA interference. 

Since then, scientists around the world have 
run with the idea, finding ways for RNA to turn 
off a variety of genes — in particular, those that 
cause disease. “The RNA interference pathway, 
through which tiny RNAs regulate gene expres- 
sion at many stages through their ability to base 
pair with other nucleic acids, is a major focus of 
current excitement,’ says Wise. Several of these 
newly discovered small RNAs could crack code 
to hitherto unsolved medical mysteries. “Our 
own group has discovered small RNAs encoded 
by the human genome that can bind to HIV-1 
genes and interfere with the replication of the 
virus in cultured human cells. We are now 
working on expanding this study to understand 
the value of this RNA as a marker for disease 
progression and as a therapeutic,” says Pillai. 
Several groups now have found RNAs that are 
promising bio-markers for cancers — in other 
words they can be used in spotting cancer cells. 
“These may help in early diagnosis of the cancer 


type,” she adds. 





BLOOMBERG 


RNA could soon have a role to play in pre- 
vention as well. Earlier this month, biomedical 
engineers at the University of Texas in Austin 
said they had developed a novel delivery system 
that could lead to more efficient and more dis- 
ease-specific vaccines against infectious dis- 
eases. The findings use specific RNA molecules 
to significantly bolster a vaccine' effectiveness 
while tailoring it according to the type of im- 
mune response most desirable for a particular 
disease. “What we've achieved is a delivery sys- 
tem that provides DNA-based vaccines along 
with RNA, which allows us to significantly en- 
hance the immune response and drive them 
into a certain direction that is effective against 
the disease,” says Krishnendu Roy, associate 
professor, biomedical engineering and lead in- 
vestigator on the study. The team’s delivery sys- 
tem would work for a wide range of infectious 
diseases, making it a broad platform for infec- 
tious disease vaccines. 


Strong Results 

In their studies using mice, biomedics at the 
University of Texas found immune responses 
were 5-50 times stronger in RNA-based vac- 
cines compared to traditional ones. The stro- 
nger the immune response to a vaccine, the bet- 
ter protection the vaccinated person should 
have. The team worked with ‘silencing RNA, 
which shuts down specific proteins in the body. 
“By silencing certain proteins in the cells that 
process your vaccine, we can direct the immune 
response one way or the other,’ adds Roy. 

It may, however, still take some time before 
this vaccine is commercialised. Studies on mice 
will continue for the next four to five years. If 
the tests continue to prove successful, testing 
could begin on primates and, eventually, hu- 
mans within six to ten years. 

There have been other RNA-based discover- 
ies as well, some revealing alarming facts. Re- 
searchers at Connecticut-based Yale University 
identified certain types of gene products in nor- 
mal cells called chimeric RNAs and proteins 
thought to be found only in cancerous cells. 
These findings may bring new insights into how 
cancers operate and indicate that caution 
should be exercised in using chimeric gene 
products as markers for cancer, as is widely 
done now in cancer diagnosis. Also the discov- 
ery could mean that cancer drugs such as No- 
vartis Gleevec (known as Glivec in India) that 
target chimeric gene products may be more 
toxic than scientists earlier believed, as they 
also target normal cells. 








noemie.bisserbe@abp.in 
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SHOWING POTENTIAL: 
Researchers claim new 
discoveries in RNA 
could lead to 
development of more 
disease-specific 
vaccines 


Source: Haynes-aero.com 
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SCIENCE BUZZ The fortnightly update on innovations and tech policies 


Back to the past 





It’s a shot in the arm 


for the practical 
application of stem 
cell therapy. 
Researchers led by 
Juan Carlos Izpisua 
Belmonte at the Salk 
Institute for 
Biological Studies in 
California have 
succeeded in 
reprogramming adult 
human cells back into 
so-called induced 


pluripotent stem 
(iPS) cells, which look 
and act like 
embryonic stem cells. 


Till now only one out 


of 10,000 cells could 
be persuaded to turn 
back the clock but the 
new mechanism is 
more than 100 times 
efficient and takes 
half the time. 


Bend it like light 
The new research 
field of ‘transfor- 
mation optics’ uses 
equations similar to 
those in Einstein’s 
theory of general 
relativity. Compo- 
nents in current 
optical technology 
cannot be smaller 
than the wavelengths 


of light and so are 
limited in accuracy 
and function. Trans- 
formation optics uses 
metamaterials — 
engineered out of 
artificial atoms and 
meta-atoms — to 
control light at 
nanoscale. Robert 
and Anne Burnett, 
professors of electrical 
and computer 


engineering at Purdue 


University, have made 





breakthroughs that 
will enable an invisi- 
bility cloak that can 
bend light around it, 


and developed ‘planar 


hyperlens’ that could 
make optical micro- 
scopes 10 times more 
powerful than now. 


Outside the ring 
NASA's Interstellar 
Boundary Explorer 
mission (IBEX) was 
successfully launched 
from the Kwajalein 
Atoll in the Pacific 
Ocean on 19 October. 
It will be the first 
spacecraft to image 
and map dynamic 
interactions taking 
place in the outer 
solar system. IBEX 


will build an image of 





the outer boundary of 
the solar system from 
impacts on the 
spacecraft by high- 
speed particles called 
energetic neutral 
atoms. These particles 
are created in the 
boundary region 
when the 1 million 
mph solar wind blows 
out in all directions 
from the sun and 
ploughs into the gas 
of interstellar space. 





HOW THINGS 
All Set To Land 





EVER SINCE HUMAN BEINGS STARTED 


tai hens bull by Calton beed 


. Moller International. Called a 


SkyCar, this is more a personal. 








driving the automobile, they had aircraft than a flying car because. h. 
1 wanted to make it fly. Now it . cannot be driven on the road. This - "e 35 
On H ighways appears that a flying car may not four-seater can, however, take ott E ae 
remain a dream for long. However, ^ and land vertically and it aA 
a flying car is nota car that flies. supposedly achieves fuel eff ficie 
Rather, it is a plane that you can of around 20 miles per gallon, 
drive on the road. | which is comparable to most. 


The first true flying car would be modern high-end cars.The fuel is 
the Transition, built by the Boston- ethanol, which would make many y 








based start-up Terrafugia, a spin-off a | ) I 
from the Massachusetts Institute of However, while there are many Be 
Technology (MIT). The two-seater challenges to making a flying car, — 
. 6 Transition prototype has wings that there are even aec a is 
^) —€ . fold at the touch of a button, and it r UNT. 
can be flown or driven by anybody — 
who has a sport pilot licence. It 
runs on liquefied petroleum gas T à 
vu cm (LPG), and its price tag is expected ^ destruction? No country is, p 
w to be lower than $150,000 (around A M nacho mel 


Rs 72 lakh). Commercial versions - future. But that is not stopping 
are expected to be built sometime enterprising er neer: rs from. 
next year. | developing them. — eat 


A computer-generated image of 
the two-seater Transition. The flying car is 
expected to cost around $150,000 
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Do you have it in you 
to rise to the challenge? 


INFOCOM Future Leadership Awards (IFLA) will test the leadership quality of full-time 
post-graduate management students like you through a paper writing competition on 
the theme 'Innovate to Integrate'. Do you have what it takes to be a leader of tomorrow? 






INFOCOIVS 


Conference & Exhibition 


MEER VIO! initiative 









INFOCOM FUTURE 
LEADERSHIP AWARDS 


Competition details 


Word count: 3000 words maximum 

Format: Word document 

Winners will be selected by an eminent panel of judges 
Date of registration extended to October 31, 2008 
Last date of submission of paper: November 15, 2008 


To enroll for the IFLA 08-09 competition get in touch with us: 
Smita Kulshreshth, IFLA Co-ordinator 

email: smita.kulshreshth@abp.in 

Mobile: +91 9811417201 

For more details on IFLA 08-09 or to register online log on to: 
www.indiainfocom.com/2009/conference/ifla.htm 





Source: Nature.com 
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EDUCATION 


Quick Access 


peers and mentors. 
The aim is two-fold. 
First, to give the 
students a taste of 
research literature 
early on in their 
undergraduate years. 
And second, to make 
learning peer-based 
through collabo- 
ration. Vikram 
Savkar, director 
of Nature 






By Kenns Show 


The mtetpigy between genetta and socaty makes Ë crucial for si of 










us e 7995 Be scence DEANS Meee tech»ques m corper to bener 
(form ovr cecon, af the doctor. sf the grocery store and ad tome 
Aa we week lo Oufivate cur understan.deg c! cogere genetica. we 
need ie explere net ony what we teow abovf geostics. bui sieo 
what data acd cvifeece sopper! Pese comm. Only _ 


Education, says, 
“Great teachers 
are not scaleable. 


We are trying to 
make education more 
peer-based.” 

So what's new? 
There are many good 
educational websites 
available on the 
internet today. 
Nature Education’s 







— TOW YOU BEGIN 


JUMP RIGHT IN 
BROWSE our Topic Rooms: codections of artictes, 


(ecussioms, people, and grovps 3i related to key 


cation websites are 


| heres website is free; most 
| stas ter aruas, pania, and quum. | good online edu- 
| e dumis | | 


INTERACTIVE 
LEARNING: Besides 
access to Nature's 
research papers, 
Scitable also provides 
students a forum for 
collaboration with peers 


Nature's new 
website can 
change the 
way students 
read research 
literature 


THE PROCESS OF 
formal higher educa- 
tion has changed 
little over the past 
century. Students 
sign up for a course 
and attend lectures in 
a classroom. They 
read textbooks and 
do assignments, and 
then finally write an 
examination. This 
process has worked 
well for a long time, 
but is now falling 
behind as new 
knowledge is being 
created rapidly. 
Textbooks, the 
primary learning tool 
for students, are 
updated only once in 
a few years and are 
not keeping up with 
the pace of research. 
Is there a way to 
create a 21st century 
way of learning? 
Nature, the top- 


rated research 
journal in the world, 
is trying to do just 
that. Its publishers, 
the Nature Publishing 
Group, have begun 
experimenting with a 
new method through 
a new website called 
Scitable. It launched 
the beta version of the 
website that provides 
educational content 
through articles 
written by experts. 
The website also 
provides access to 
relevant research 
papers published in 
Nature and its group 
journals. At the 
moment the only 
subject Scitable 
covers is genetics but 
more subjects will be 
added later. The 
website also provides 
a forum for 
collaboration with 


expensive. Textbook 
publishers do provide 
online tools along 
with some textbooks, 
but they are too expe- 
nsive. A good text- 
book along with the 
its online tools can 
cost as much as $200. 

So Scitable can 
work as a supplement 
to textbooks, some- 
times even replace 
them, for free but 
that's just a part of 
the story. It not only 
provides access to 
research literature, 
which otherwise take 
three to seven years 
to find their way into 
textbooks, but also 
guides students to the 
relevant paper. 
Articles written by 
experts act as guiding 
material to the 
relevant research 
papers published in 
Nature Group 
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journals. Since 
research papers are 
the chief source of 
experimental data, 
students are exposed 
to experiments early 
on in their career. 
Says Clare O'Connor, 
associate professor of 
biology at Boston 
College, *Science is 
evidence-based. 
Access to experimen- 
tal data is invaluable 
to a student." 
O'Connor is one of 
the many professors 
who have written 
content for the 
website. Nature 
Education has hired 
several professors 
who will generate 
content in other 
subjects. It has also 
hired Dimdim, a 
Hyderabad-based 
Indian firm, which 
specialises in Web- 
conferencing 
solutions, to make 
collaborative tools. 
Students can chat, 
share images, videos 
and text while they 
work through the 
website. Nature 
Education uses a 
software, customised 
by Dimdim, to let 
many students watch 
the same video 
simultaneously. D.D. 
Ganguly, CEO of 
Dimdim, says, simul- 
taneous video viewing 
was especially desig- 
ned for this website. 
"Watching video 
simultaneously is not 
a feature of normal 
Web-conference 
solutions.” Twenty- 
first century pedagogy 
seems to have arrived. 





P. Hari in 
San Francisco 


A BWI SPECIAL PRESENTATION 


The virtual corporation 


Wim Elfrink, chiej 


CACO 





IMAGINE AN EXECUTIVE WHO NEEDS TO 
pull together an impromptu meeting with a 
globally dispersed team simply clicking on 
a link that transforms the sides of his office 
into display screens. He then interacts with 
clear, 3-D-like images of his counterparts — 
one in China working from home, one in 
India traveling in a car, and one in the 
United Kingdom sitting outside in a park. 

With one click he has effectively 
eliminated geography as a barrier to 
collaborative decision making or standardi- 
sation of processes. For senior executives, this 
means that the age-old debate between 
decentralised and innovative or centralised 
and efficient will soon dissipate. The future 
will bring a network of ubiquitous devices, 
collaborative technologies, and omnipresent 
and enormous bandwidth that will be so 
strong and seamless that thousands of 
geographically decentralised offices and 
people will actually feel and act like one, 
dense, centralised entity. 

Corporate headquarters will make way 
for thousands of independent, empowered, 
and highly specialised office nodes that 
will connect to each other in a peer-to-peer 
network. Top management can then be 
dispersed globally instead of congregating 
around the CEO and offices will be able 
to tap global talent and react to customers 
and changing environments quickly and 
more effectively. 

This new corporate structure will enable 
a companywide network effect: as more 
locations are added, the value and capacity of 
the entire network exponentially increases. 
And as the network grows, it will be 
increasingly virtualised — information will 
no longer be tied to a physical location. 
Additionally, if an office or person drops 
out of the network, there is reduced risk 
of a communication breakdown. Similar to 
mesh-networking of computers, a company’s 
connected peer-offices can simply find 
another path to communicate with the 
network. 

Of course, for this peer-to-peer corporate 
structure to work, we need seamless, strong, 
real-time communication. The future of the 
network promises unlimited bandwidth, 
abundant collaboration models, strong 
search capabilities, sophisticated yet easy- 
to-deploy enterprise software solutions, and 
the convergence of voice, data, and video 
on every device. Corporations that couple 
these technological advancements with the 
re-thinking and reorganising of various 
internal structures will be able to enjoy the 
benefits of real-life, in-person collaboration 
and knowledge-sharing. 

The challenge going forward for every 


| 


multinational will be to become global 
and local, decentralised and centralised, all 
at the same time. While technology and 
the network will make this all possible, the 
adaptation of mindsets, laws, and cultural 
norms to these new realities will prove 
to be the true challenge. 

For one, the transformation from a 
client-server model to peer-to-peer calls 
for an entirely new way of thinking and 
doing business. Currently, most multinational 
R&D teams reside in the same geographic 
vicinity as the chief executive. Many 
innovators believe that this kind of physical 
closeness is necessary for true teamwork 
and collaboration. While advanced video- 
conferencing technologies will soon allow 
far-flung employees to feel as if they are in 
the same room, the mindset change that 
must occur simultaneously poses the trickier 
hurdle. Companies will have to convince 
R&D executives that their teams can and 
Should be spread around the world. 

A major factor contributing to the 
dislike of splitting up R&D teams is trust. If 
the future of innovation is about sharing 
ideas, not hoarding them, then the reflective 
corporate mantra will be collaborate or die. 
For this to actually work, though, individual 
contributors must trust each other, and trust 
the system. Similar to how eBay has created 
a model of trust within its ecosystems 
of participants, corporations will need to 
develop new ways of rewarding ideas 
and motivating employees to disclose their 
works-in progress openly with others. 

Protecting employees will not be the only 
difficulty going forward. In a truly networked, 
collaborative model, corporations open 
themselves up to various intellectual property 
protection issues. With work decentralised 
and people able to switch jobs more easily, 
corporations and regulators will have to 
devise ways to safeguard intellectual 
property. We will see companies around 


| the world initiating advocacy groups and 


creating new governance standards. 

Last, multinationals will need to help 
their employees understand that no matter 
what, they will still be forced to accept 
asynchronous synchronisation — with the 
challenge of time. As a company's network 
of nodes spreads to include an increasing 
number of locations, each node-office will 
have to respect cultural differences, time 
sensitivities, and working norms. 

While companies figure out how to 
deal with globalisation's many hurdles, the 
winners will embrace forward thinking 
leaders who fearlessly work to create new 
business structures, and who quickly utilise all 
that technology and the network have to offer. 
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Going bald 
seems to 
have caught 
the fancy 

of both men 
and women 


By Rajesh Gajra 


LATEST ENTRY: 
Aravind Adiga, winner of 
this year’s Man Booker 
Prize, carries his bald 
look with confidence 
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Hair nowhere 


IF YOU ARE LOSING HAIR OR HAVE ALREADY LOST 
most of it, here's a comforting thought. Being 
bald is no longer ‘funny’ or ‘ugly. And this goes 
even for women. 

People have had bald men and women as 
favourites for decades but going bald as a 
fad is quite recent. The late Yul Brynner, the 
Russian-born actor — well-known for his role 
in the musical, The King & I — was considered 
by many women as a ‘hottie’ not just for his 
acting but also his dashing bald looks. In the 
television world, the late actor Telly Savalas 
became immensely popular as a tough-talking, 
lollipop-sucking, shining bald New York 
detective in the crime-drama Kojak. Cut to the 
present and you have Indian female fans drool 
over Aamir Khan’s almost-bald look for his 
forthcoming film Ghajini. And of course there 
is the man on the US rescue mission — Neel 
Kashkari — who will be managing the $700- 
billion bailout for the US Treasury. 

Women are not far behind here too. Irish 
singer and songwriter Sinead O’Connor is 
hugely popular not only for her effortless 
mixing of ancient and modern music, but 
also for her shaved head. Equally 
riveting was the late Mumbai- 
born Persis Khambatta who 
clicked magnificently in Star 
Trek: The Motion Picture and 
kept a bald look all along. 

The list is long, but what is 
it that drives a man ora 
woman to bare the scalp? To 
look different and maybe 
radiate inner beauty? That's 
one thought, but some 
probably do it just to beat 


the heat. In India, summers 


r ARAVIND Ung 


experience a cool swish of a LI 
breeze kissing the bald 
plate. No brushing 

hassles and no dandruff 
are the other benefits of 
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going bald once in a while. “But if your head is 
knobbly then going bald is certainly not 
kosher,” says Prahlad Kakkar, advertising guru 
and now a successful restaurateur. 

People in the world of business are also not 
shying away. There is Rahul Akerkar, the 
owner of the popular Indigo restaurant in 
Mumbai and Krsna Mehta, the design director 
at Zeba, a large home-furnishing shop in 
Mumbai. Media major GroupM’s COO Vikram 
Sakhuja and GroupM ESP’s partner Hiren 
Pandit are both bald. 

Do bald and beautiful go together? “Bald 
men look successful, while bald women exude 
self-confidence,” says Kakkar. Remember the 
late danseuse Protima Bedi? Shabana Azmi 


SANJIT KUNDU 





and Nandita Das baldly went where many says, “Bald women make mamas’ boys rush to THE BALD AND THE 
men have gone before and got their heads their mamas but confident men will actually SUCCESSFUL: 
shaved for Deepa Mehta’s Water. It is a pity seek to check them out on an equal level as Neel Kashkari (left) and 


Pritish Nandy have for 
long sported the hair- 
less look; (below) Aamir 


though that they never got to play those roles, they would with other women.” Kakkar's 
which were later essayed with equal aplomb by theory, when extended to women, would 


equally hairless Seema Biswas and Lisa Ray. suggest that women, while assuming that bald Khan shows off a near- 
Among the permanent baldies in Bollywood ^ men are successful, continue to wonder how a bald look for his next 

there is Anupam Kher and there was the late bald partner will perform in bed. film Ghajini 

Shetty, the intimidating goon of the 1970s and So go on and fear not the world if you want 

the 1980s. to — or are forced to — sport a bald look. 
The literary world has also joined the bald But it would also be appropriate to listen 

brigade. When 33-year-old Aravind Adiga carefully to what the famous self-help author, 

went to the stage earlier this month to receive Louise Hay, has to say about natural baldness 

this years Man Booker Prize for his novel, The in her bestseller You Can Heal Your Life. Hay 

White Tiger (a book that throws a torchlight says, "the body... is a mirror of our inner 

on the ugly side of Indian society) perhaps the ^ thoughts.." and goes on to attribute the 

first thing one noticed was his bald head. condition of baldness to fear, tension, trying 


Literature apart, does a bald look also attract to control everything and not trusting the 
the opposite sex? Ask Kakkar and he wickedly process of life. 








Luxury 


COLOUR SPLASH 


COLORS — IT IS NOT JUST 
the name of a recently- 
launched enter- 
tainment channel that 
is making waves, but 
the buzzword among 
industry and consu- 
mers alike. Now it is 
the turn of Bose Corpo- 
ration, to bring some 
colour into your life. 

The over 40-year-old 
company known widely 
for its high-end avant- 
garde audio products, 
Bose had for decades 
steadfastly stuck to 
boring platinum white 
and graphite grey. But 
in a world which has 
moved far beyond the 
staid old days of beige 
and black gadgets, the 
company could no 
longer maintain the 
snobbery of dual tones. 

Inspired by consu- 
mer surveys and popu- 
lar demand, Bose 
recently went colour 
with a silver titanium 
range of its Wave 
music system. 

According to a 
company spokes- 
person, “The latest 
addition is in response 
to consumer requests 
for a product which 





matched their décor 
and synchronised with 
other ‘colourful’ 
gadgets.” Barring the 
colour variation, the 
music system, which 
costs about Rs 
30,000 is as simple 
and elegant as the 
other Bose products. It 
has been in the Indian 
market for two years 
and has sold well. 

The system ope- 
rates with a remote of 
the size of a credit 
card. There is a slot- 
load CD player that 
plays discs in all 
formats. A talk radio 
mode in the system 
artificially boosts the 
low frequency of some 
talk radio progra- 
mmes. Added to this, 
a Circuitry preserves 
the system setting and 
time during a power 
cut, for up to two days 
without the use of 
batteries. Coming 
back to colours, may 
be a splash of trendy 
red after the silver 
range would be great 
but the company says 
it has no such plans 
as of now. 

Shalini S. Sharma 


A POT-BELLIED 
petty business- 
man wearing 
stone studded 
rings, recom- 
mended by his 
astrologer on all 
fingers is a common 
sight in India. What 
was unusual till 
recently was the ‘hip’ 
and educated 
following the position 
of the stars. But now 
more and more 
people are turning to 
astrologers, the 
Vaastu consultants, 
the numerologists or 
the tarot card 
readers. 

Sujit Beekram, a 
Delhi-based tarot 
card reader says this 
is not a new trend. 
“People always belie- 
ved in it, but now 
they are talking about 
it,” he says. "There is a 
lot of media focus and 
celebrity component, 
which has glamou- 
rised the industry.” 

The rich and the 
famous seem to be 
setting the trend. 





~ ASTROLOGY 


Most rituals during 
Aishwarya Rai and 
Abhishek Bachchan's 
wedding were said to 
be timed according to 
astrological advice. 
Both Ekta Kapoor, 
creative head of 
Balaji Telefilms and 
director-producer 
Rakesh Roshan stick 
to the letter ‘K’ for 
their serials and 
films, respectively. 
Tweaking the 
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Life on cards 


BLIND FAITH: The rich 
and the famous have 
made consulting 
astrologers popular 


spellings of one’s name 
is also very common. 
Shobha(a) De added 
an extra ‘a’ to her 
name on the advice of 
Mumbai-based nume- 
rologists Bansilal and 
Sanjay Jumaani. 

Many television 
channels too have a 
daily astrology or 
tarot slots. The better 
known ones include 
Aapke Taare (hosted 
by Deepak Kapoor on 
Zee TV), Lal Kitaab, 
Tarot Tell (Headlines 
Today) and Teen Devi- 
yaan (Star News). 

Binu Kwatra 





New Fuel: steve Bernheim with his Corbin Sparrow fully-electric car in 
Washington. Sparrow can run up to 25 miles on a complete charge. 
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INTERIORS 


EVER WONDERED WHY 


grass is always ‘greener’ 
on the other side ofthe 
pasture or why people 
move to greener pas- 
tures only and not to 
yellow or brown ones? 
Because there is some- 
thing amazingly 
refreshing about the 
colour green, especially 
the green grass. And if 
your neighbours lawn 
makes you turn green 
with envy because your 
own never seems to 

be getting there, help is 
at hand. 

Confined so far to 
soccer fields and 
cricket pitches, faux 
grass or artificial turf 
is now growing new 
roots — it is being 
used in homes, offices, 
clubs and schools. 

With experts in 
landscaping swearing 
It is 90 per cent as real 
as natural grass, its 
popularity is soaring. 

Companies, such as 
Field Turf and Magic 
Turf boast of clients 
such as Hyatt Reg- 
ency, Grand Ashok, 
Reliance Industries as 
well as Andhra Pra- 


Faking the greens 


ER La, 





COOL CARPET: False 
turf is now also being 
used in homes 


desh chief minister's 
residence. 

Globally, environ- 
mental groups are still 
looking into the 
ecological hazards of 
fake grass. Reportedly 
in New Jersey, state 
health officials had 
closed down some 
faux grass-covered 
playing fields last year 
after they found high 
lead content in them. 
But the lushness of 
the grass does attract 
buyers, perhaps 
because it also saves 
water. Faux grass is 
said to be resistant to 
fading because of a 
special UV treatment 
and has a life-span of 
about 15-25 years. 

With almost no 
maintenance cost and 
a one-time investment 
of Rs 225-250 per 
square foot, artificial 
grass can be an easy 
option for those with 
a green thumb but 
very little time. 

Shalini S. Sharma 


BON VIVANT 


Could do for wood 


"Treat me nice 
Treat me good 
Treat me like you really should 
‘Cause I’m not made of wood" 
SANG ELVIS PRESLEY IN THE 1960S BLOCKBUSTER 
number Wooden heart. With growing concerns 
about depleting forest reserves, the makers of 
"wood substitutes' are crooning similar lines to 
woo the green brigade. The new-kid-on-the-block 
Bajaj Eco-tec Products (BEP), a wholly-owned 
subsidiary of sugar and ethanol producer Bajaj 
Hindusthan has already placed on the shelf 
Medium Density Fibre (MDF) boards made of 
instead of wood. Bagasse, a by-product 
in sugar refineries, is also bio-degradable. 
Companies such as Pune-based Eco Board and 
Itarsi (Madhya Pradesh)-based Bharat Boards also 
make particle boards from bagasse. These boards 
are used to make light furniture such as door 
panels, computer tables and room partitions. 
MDF on the other hand can be used to make 
heavy furniture, floor tiles, modular kitchen, 
handicrafts etc. 

Products made of bagasse cost less. Pre- 
laminated bagasse MDFs could be 50 per cent 
cheaper than wood-based MDFs. “A typical 19- 
mm wooden block board costs between Rs 50- 
60 per sq ft including lamination, gluing and 
labour charges", says Yogesh Arora, director of 
marketing and operations at BEP. BEP officials 
say its bagasse products have been certified by 
the Indian Green Building Council. But then 
these boards cannot be sawed, routed or ‘nailed’ 
like wooden boards. They have to be drilled first 
and then a full thread screw put inside. BEP is 
on a promotional drive to equip carpenters with 
the know-how. May they bag everyone's fancy! 

Muthukumar K. 
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BROWSING 
Lalit Khaitan 
CMD, Radico 
Khaitan 


| am currently reading 
The New Strategic Brand 
Management by JEAN- 
NOEL KAPFERER. The 
book focuses on 
internationalism and 
globalisation, portfolio 
concentration, creation of 
mega brands through 
brand extension and 
effective management of 
the brand, the corporation 
and the product. | usually 
read management books, 
but also enjoy 
autobiographies and 
those on technology. On 
my reading list are Forbes 
Book of Business 
Quotations and Opera- 
tional Risk Management 
by Mark D. Abkowitz. 





Corporate View 





by sumati nagrath 


DOING GOOD WELL WHAT DOES (AND DOES 
NOT) MAKE SENSE IN THE NONPROFIT WORLD 
BY WILLIE CHENG; JOSSEY-BASS/WILEY; 

PAGES: 268; PRICE: $29.95 


IT IS ONE OF INDIA'S MANY CONTRADICTIONS: DE- 
spite its vibrant civil society and impressive 
line-up of celebrity activists, the country's not- 
for-profit sector finds itself in the middle of a se- 
vere credibility crisis. It is burdened by stereo- 
types that have been built over the years, and 
not all of them are without substance. One of 
the most popular perceptions about the Indian 
non-governmental organisations (NGOs) — 
the key drivers of the not-for-profit sector — is 
that most are mom-and-pop outfits, where the 
emphasis is more on the cult of personality 
rather than due process and institutionalisa- 
tion. Others believe that many individuals use 
NGOs simply as means of making money. 

In what is perhaps one of the most scathing 
criticisms of the NGOs, activist and author 
Arundhati Roy accuses them of adhering to, 
and even advancing, an agenda that is funding- 
related, and often not in tune with the actual 
needs or demands of the communities within 
which they work. While admitting the ad- 
mirable work done by several small organisa- 
tions across the country, Roy, in an article a few 
years ago, decried what she termed as the 
*NGO-isation of resistance", identifying it as a 
“hazard facing mass movements”. She also men- 
tioned the *fake NGOs set up to siphon off grant 
money or as tax dodges”, and that NGOs were 
given as dowry in states such as Bihar. Today, 
the average person views those who operate or 
work for NGOs with a degree of suspicion, and 
is wary of parting with his money or time — a 
fact that is hugely detrimental for the develop- 


WILLIE CHENG is a former partner of Accenture. Prior to 
his retirement in 2003, he was the Country Managing 
Director for Singapore and Managing Partner of its 
communication and high tech practice in Asia. Today, 
he spends the larger part of his time with non-profit 
groups. He was formerly Chairman of the National 
Volunteer & Philanthropy Centre, where he started 
applying his management consulting to non-profit work. 


On Art Of Giving 


ment of a more inclusive and equitable society. 
And even as small, fledgling and truly com- 
mitted organisations try and fight for re- 
spectability and trust amid all this muck, their 
work is often debilitated by bad management 
practices, which include raising and managing 
funds; hiring, training and deploying staff; re- 
source disbursement; communication and mar- 
keting; putting in place transparency and ac- 
countability measures; and awareness building. 
In DOING GOOD WELL, Willie Cheng 
brings together his rather impressive manage- 
ment consultancy expertise and experience in 
the volunteer sector to raise pertinent questions 
and provide answers to help those who want to 
build credible and sustainable not-for-profit or- 
ganisations. He asks, "Why does a deserving 
charity struggle to make ends meet while an- 
other which squanders money, thrive?" And 
finds that this is because there is a structural dis- 
connect between revenue and expenses in the 
non-profit world. He poses yet another funda- 
mental question, *Would you use volunteers if it 
actually cost more than hiring paid skilled 
staff?" And finds that the corréct answer is, "Yes, 
if engagement with the community is crucial". 
The book — divided into five main sections: 
Sector, Structure and Governance; Nonprofit 
Management; Giving; Social Innovation; and 
Doing Good Well? — is an attempt by Cheng to 
put his experience to good use and help those 
who have the best intention, vision and desire 
but falter when it comes to putting the very 
same into action. Through the use of case stud- 
ies, he shows how management principles with 
respect to human resources, financial pro- 
cesses, ethics, etc., are applicable to the charity 
sector as they are to the for-profit sectors. At the 
same time, he is mindful of the issues unique to 
this particular sector, 
such as the concept of 
giving (informed-giv- 
ing as well as dona- 
tions by the elite), the 
importance of bridg- 
ing the divide be- 
tween the rich and the 
poor, and the impor- 
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tance of encouraging social entrepreneurship. 

With a good use of examples and anecdotes, 
he deconstructs the running of a charitable or- 
ganisation both in strategic and operational 
terms. Also, Cheng addresses almost all aspects 
of the not-for-profit sector, and in a style that is 
accessible to all — policymakers, philanthro- 
pists, private sector, those who run and operate 
various charities or NGOs, those who volunteer 
and those who benefit from such organisations. 

According to several experts, the Indian non- 
governmental sector has routinely failed to ex- 
ploit the huge potential for raising funds and re- 
cruiting volunteers from its vast citizenry. 
People in India give money and time, but they 
do so primarily for either familial or religious 
causes. Maybe somewhere in Cheng’s book is 
the seed of an idea of how to change this. 


SELECTION 1 
Animal 
Song 


WILD CITY NATURE 
WONDERS NEXT DOOR 
BY RANJIT LAL; PENGUIN; 
PAGES: 282; PRICE: Rs 275 





WILD CITY (PENGUIN) IS TRULY A 
little gem of a book. It brings alive a world that 
most of us are completely oblivious to — one 
that is inhabited by monkeys, squirrels and 
frogs, among others. With a great sense of hu- 
mour and the infectious curiosity of a true na- 
ture lover, Ranjit Lal takes us along as he looks 
into the nooks and crannies of his home, the fur- 
ther reaches of his backyard and the brambles of 
Delhi's ridge. The result is an utterly fantastic 
book that makes even insects seem worthy of 
more than a cursory glance, and the customary 
swap and/or squash action that follows it. 

Those who thought that ‘beetles’ fell into ei- 
ther of two categories — the legendary rock 
band or pests — are introduced to an extensive 
family line-up, which includes the likes of the 
tiger beetle, bombardier beetle, fire flies, lady 
birds and dung beetles. Lal’s extensive and de- 
tailed observations are usually summed up in 
concise one-liners. For example, he notes the 
way in which wasps treat their young and con- 
cludes, “There is a ruthless brutality about these 
wasps that is frightening.” 

Birds and other creatures get an equal 
amount of attention from Lal. In the appropri- 
ately titled chapter ‘Bedlam at Dawn’, he re- 
introduces us to the chirpings that we hear reg- 
ularly, but either fail to identify or simply fail to 





register such as the “may yew may yew’ of the 
peacocks, the *pateela pateela" of the grey fran- 
colins and the *tut u main main" of the mynah. 
And as for cats, Lal has this to say, *So you feel 
you are missing out on tigers? Watch cats." 

A delightful read, this one transports you 
back into the wonderful world of make-believe 
and adventure where even the smallest creature 
could take on mammoth proportions. And yes, 
we do walk away a little more informed too. 


Sumati Nagrath 


SELECTION 2 
Heroic 
Anecdote 


THIS IS NOT EXACTLY A HEART- 
wrenching tale of an unsung 
freedom fighter. Instead it is a 
story of a man, Pandurang 
Khankhoje, who wanted to 
contribute to India's freedom 
struggle in his own way. The book has been put 
together by Khankhoje's daughter, Savitri Sawh- 
ney, who delved into his diaries to revive the 
voice of her father's quiet heroism. It follows 
Khankhojes life from his birth into a family of 
revolutionaries to his school days during which 
he was heavily influenced by Bal Gangadhar 
Tilak — so much so that he even formed a secret 
society, 'Bal Samaj' — to how his repeated rebel- 
lion against the British got his family into trou- 
ble, ultimately leading his father to disown him. 
Sawhney has successfully penned a gripping 
narrative about her father's life. The part where 
she talks about Khankhoje' training in making 
explosives and in warfare as part of his belief in 
an armed revolution is fascinating and com- 
pelling. There are bits which read like an action 
thriller, including where Khankhoje fled to Cey- 
lon (Sri Lanka). From there, he began his no- 
madic existence, which took him to Japan, Rus- 


sia, the US, Persia, Germany and finally to ` 


Mexico. And after years of chasing his quest for 
India's freedom, Khankhoje finally settled 


down in Mexico, and channelled his energies 


into agriculture. He went on to become an in- 
ternational authority on high-yielding food 
crops, especially a new variety of corn. Later, he 
returned to his homeland to see it gain freedom. 
Sawhney's biography of her father is an im- 
portant one, not in itself, but as an indication 
that while we continue to eulogise a handful of 
national heroes, the stories of hundreds and 
thousands of others who participated in the 
country's freedom struggle remain untold. 


Pallavi Chakravorty 
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ALERT 


LOVE MARRIAGE 
BY V.V. 
GANESHANANTHAN 
PHOENIX 

Indian writers have long 
dominated the literary 
scene when it comes to 
South Asians writing in 
English. This captivating 
debut novel by Sri 
Lankan writer V.V. 
Ganeshananthan is yet 
another reminder that 
other countries of the 
subcontinent have talent 
of an equal calibre. The 
poignant novel tells the 
story of a land torn by 
conflict, a people deeply 
divided, of displacement 
and dislocation, and of 
individuals and 
communities through that 
bedrock of South Asian 
societies — marriage. 
At a time when ‘arranged 
marriages’ are the fodder 
for the contemporary 
frothy chick lits, 
Ganeshanathan shows us 
how to write about the 
subject with sensitivity 
and substance. 


BW Opinion 





Maybe A Tax Dodge 





All that Foreign 
Exchange 
Convertible 
Bonds are 
designed to do 
can be done 
with existing 
instruments — 
except evasion 
of income tax 


ON 23 SEPTEMBER, RESERVE BANK OF INDIA ISSUED 
a circular to banks authorised to deal in foreign 
exchange, whose content was very similar to 
that of notification of 15 February issued by the 
finance ministry. The notification was to come 
into effect as soon as it was published in the offi- 
cial gazette, which usually happens within two 
weeks. It said nothing about the cen- 
tral government requiring the impri- 
matur of Reserve Bank before its no- 
tification acquired validity. But after 
seven months of gestation, Reserve 
Bank came up with a circular which 
‘operationalised’ the notification. 

The circular created a new finan- 
cial instrument called the Foreign 
Exchange Convertible Bond. The 
Foreign Currency Convertible Bond 
has been around since its introduc- 
tion in 1993; the question arises how 
conversion differs from exchange, 
and what was the need for the new 
bond. Simply put, an FCCB is a debt 
instrument issued in a market 
abroad by an Indian company, which 
carries a promise that the instru- 
ment would be converted into the 
company’s shares at some future point of time. 
An investor might wonder why such an instru- 
ment was necessary. The company could issue 
debentures; when it felt like, it could repay the 
debentures and issue shares. It is not obvious 
why the government should interfere in either 
decision, and why how the pair of decisions was 
different from a decision to issue an FCCB. 

To understand the rationale for FCCBs, it is 
necessary to recall the circumstances of 1993. 
After decades of exchange control, Indian com- 
panies were being allowed to raise capital in for- 
eign markets where they were quite unknown. 
Foreign investors would have seen no reason to 
trust the companies’ managements or to invest 
in their shares. But they could be persuaded to 
lend money to the companies, and later, when 
they got more familiar, to convert loans into 
shares. Warrants, which are domestic currency 
convertible bonds, are well known; FCCBs were 
a variant in foreign currency. Indian companies 
put this reasoning to the finance ministry, and 
the ministry agreed to permit FCCBs. 

FCCBs are debt instruments issued by a com- 
pany which can be converted into shares of the 
same company. Apparently, some promoters 


TRIBHUWAN SHARMA 


asked the finance ministry for a debt instru- 
ment which they could convert in the shares of 
any company in their promoter group; that is 
what they have obtained in the form of FECBs. 

It is not known what arguments if any they 
presented to the finance ministry in support of 
FECBs. Certainly, none is given by the finance 
ministry or Reserve Bank. It may well be that 
neither needed any argument to be persuaded. 

When Reserve Bank conceives of an innova- 
tion, it often puts out a discussion paper to elicit 
reactions from the public. The finance ministry, 
however, suffers from no such intellectual un- 
certainty; whatever it conceives of must by defi- 
nition be good for the country. 

In the present case that is not entirely obvi- 
ous. A number of arguments can be given 
against the new instrument. First, the option 
was always available for the parent company to 
issue FCCBs abroad and to invest the proceeds 
in any subsidiary of its choice. This option gives 
a company more freedom of manouevre than 
the FECB. Second, while promoters may be a 
familiar institution in India, they are not ubiq- 
uitous. All the world over, the legally recognised 
entity is a company. If capital is to be raised, it 
should be done by companies and not promot- 
ers. Finally, FECBs will not require promoters 
to state at the time of their issue in which com- 
panies’ shares they may be converted and when. 
Foreign investors will be asked to trust the pro- 
moters. There was no reason for the govern- 
ment to embody such trust into an instrument. 

There is reason to suspect that this dodgy 
bond has been created for tax reasons. The pres- 
ent finance minister is fond of collecting taxes 
by fair means and not-so-fair. Under his leader- 
ship, even in-house share transfers attract capi- 
tal gains tax. The foreign conversions enabled 
by FECBs are explicitly exempted from capital 
gains tax. If this conjecture is correct, the cor- 
rect thing would have been for the finance min- 
ister to abolish capital gains tax, or to limit its 
application to intercorporate investments. But 
such a simple solution would not have appealed 
to him. For one thing, he hates giving up rev- 
enue, however unjustly collected. And for an- - 
other, legal complexity is his bread-and-butter. 
That is a pity, for the complexities and injustices 
he has introduced in four years will take a gen- 
eration to dismantle. The former reformer has 
created an enormous reform agenda for future 
finance ministers. 


3 NOVEMBER 2008 66 BUSINESSWORLD 








| Wear novelty on 
your sleeve 


Chenille Cords: Crafted from novelty 
yarns to give you shirts with a stunning 
corduroy-like feel...a feel so distinctive, 
it might invite curious fingers, 
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Modern cities could be Indias 
next growth accelerator 





Orbit Fine Art Series 





Exhibit #5 


Orbit Haven 


On display at Napeansea Road We Ina k C | LV l n 4 . alla rt å 


A Magnificent 25 storey tower with a one floor - one apartment plan 
offering a panoramic view of the sea from every home 


One apartment per floor of 2750 sq.ft. 

Only stainless steel reinforcement bars used 

"Green Building Compliance 

7 Star Health Club with Swimming Pool 

Seismic Resistant Design 

Concierge, International Property Managers and Valets 


Designed by Master Architect Hafeez Contractor & 
WOW Architects of Singapore 


Backed by Orbit Assurance" - 20 years warranty on water proofing, 
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Urbanisation 
And Growth 


Cities and Thrones 
and Powers, 

Stand in Time’s eye, 
Almost as long as 
flowers, 

Which daily die: 

But, as new buds put 
forth, i 
To glad new men, 
Out of the spent and 
unconsidered Earth, 
The Cities rise again. 


RUDYARD  KIPLING'S 
delicate paean to decay and revival 
seems like an odd piece to have 
been written in India. Here, power 
is permanent despite democracy, 
and cities have decayed never to 
rise again. At least until now. 
Across the country, unwieldy ca- 
bals of builders, politicians and 
NGOs driven by a mixture of self- 
interest and altruism are taking 
baby steps towards reviving their 
cities. Some of their victories seem 
quaintly small; Kolkata’s munici- 
pality has only just discovered 
paint. But we must take them all. 
Love them or hate them, modern 
cities are the hub of all things. 
That’s why millions are flocking to 
them in India creating one of the 
largest human migrations in his- 
tory. On paper, the efficiency, egali- 
tarianism and energy of growing 
cities should propel growth. But as 
the Thackerays Mumbai shows, 
this cannot be taken for granted. 
The haphazard civic manage- 





ment that has sucked 
the joy out of city liv- 
ing in India needs to 
change. Cities must 
be allowed to raise 
and spend more 
money au- 
tonomously, which 
will raise peoples' 
involvement in civic 
affairs. Banks, gov- 
ernments and the 
private sector must 
also be encouraged to 
invest in urban projects, such as 
subways, bridges, roads and hous- 
ing. Indeed, urban renewal could 
become a leading growth accelera- 
tor in these bleak times by creating 
employment and profits in key in- 
dustries. 

But we must remember the 
creaky mansions and twisted alleys 
developers love to replace with 
steel towers hold more than most 
eyes often see. A city's heritage 
finds few protectors in the first 
flush of development. It is only 
after enough soulless buildings 
have risen that residents rebel and 
start paying huge bucks for vérité 
homes and surroundings. 

Indias late start in urbanisation 
could allow us to learn from the er- 
rors of others. If we do, we could 
transform our cities into global 
economic and tourism centres. If 
we don't, we will never enjoy a de- 
cent quality of life, no matter how 
much money we make. 


v l 
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jehangir s. pocha, editor 
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Things To Watch Out For 


BW has rightly suggested that the government 
should appoint a powerful regulator and 
entrust him the task of building a competitive 
nuclear power industry in the country (‘From 
Here To Power, BW, 20 October 2008). 
Considering safety is the primary concern, 
involving competerit private sector companies 
and enforcing stringent regulatory measures 
will be vital to realising the nuclear dream 
of India. 

Muthiah, Trivandrum 


Signs Are Visible 

BW's analysis clearly shows that India was 
already on a slowdown path before the credit 
crisis hit the markets around the world (‘A 
Gentle Decline, BW, 3 November 2008). The 
index of industrial production witnessed a 
downward move after January 2007. The 
government must act swiftly and effectively to 
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The Ugly Side Of Businesses 


Companies are not run on sentiments, at least that’s the 
message some of the companies in India Inc. are sending 
out (‘The Pink Slip Demon Rises, BW, 3 November 2008). 
For these firms profitability is sacrosanct even if that calls 
for sacking thousands of employees. India’s labour laws are 
not adequate, nor does it have any social security 
programme. India is a developing economy where vast 
resources are still lying untapped, then why is the country 
witnessing Job cuts so soon? The government needs to 
enforce effective regulations for hiring and firing in the 
private sector. There must also be policies for workers in 
unorganised sector, which constitutes 93 per cent of the 
total workforce of the country. Neglecting critical issues like 
these may result in growing social unrest. 


Anil Sharma, Chennai 


maintain growth in the sectors which are key 
to the country’s economy. 
Ameesh Pandey, Mumbai 


Doing No Good 

Caste, creed and religion are increasingly being 
exploited by politicians in India to fulfil their 
vested interests (‘Backward Sprint, BW, 3 
November 2008). It is unfortunate that 
regionalism is taking front seat in Indian 
politics at the cost of national interest. 

Mumbai set a bad precedent by engaging in 
violence against people from other states. 
Maharashtra has long been one of top 
destinations for domestic and foreign investors, 
but it looks like all that is going to change. 
Mumbai, better known as India’s commercial 
capital, is well on its way to become the Singur 
of Maharashtra. 

Mahesh Kapasi, New Delhi 


The Key To Success 
Russi Lala’s article was a fascinating one 
(‘Marking Time’, BW, 3 November 2008). It is 
important for all of us to realise that ‘activity’ 
is not the key to success and nothing is 
accomplished just by being busy. I think, 
‘simplification’ and ‘prioritisation’ of our lives 
and work is of utmost importance. I hope you 
will continue to publish such wonderful 
articles in the future. 

Abhishek Basumallick, via email 


Letters may have been edited for brevity. 
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Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 


Make it happen” e. RBS 


The Royal Bank of Scotland Group 








ENERGY 


Power Equations 


How the 
financial 
meltdown 
could hamper 
India's power 
projects 


LOFTY GOALS: 

The 11th five-year plan 
envisages creating a 
power capacity of 
78,000 MW 





INDIAS DREAM OF 
creating 78,000 MW 
of power capacity un- 
der the 11th five year 
plan (2007-2011) has 
been hit by the finan- 
cial crunch, with sev- 
eral projects unable 
to achieve financial 
closure. Of the 
78,000 MW, about 
39,000 MW is to 
come from the central 
sector; another 
30,000 MW from 
state utilities and 
around 10,700 MW 
from the private sec- 
tor. Besides external 
commercial borrow- 
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ings and other instru- 
ments, these were to 
be funded by equipm- 
ent suppliers’ credit. 
Banking sources, 
however, said that af- 
ter the financial melt- 
down, banks no longer 
have the “risk appe- 
tite” to fund projects 
— especially those 
planned on a non- re- 
course basis, which 
are (in any case) de- 
void of the parents 
balance sheet support. 
Power ministry offi- 
cials acknowledge that 
the current financial 
crisis will hamper 
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power companies’ 
ability (more so for the 
private sector)to raise 
debt funds from banks 
— domestic and in- 
ternational — thereby 
delaying financial 
closures of projects. 

In his statement on 
the financial crisis in 
Parliament on 20 Oc- 
tober, Prime Minister 
Manmohan Singh 
said: “External com- 
mercial borrowings, 
which are used by the 
corporate sector, have 
dried up, as have 
international suppli- 
ers credits.” 
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The latter includes 
vendor credit raised 
by the equipment 
supplier that will 
supply equipment to 
the power companies. 
Ifthat has "dried up" 
as the PM says, banks 
will not lend to com- 
panies that planned 
on vendor credit. And 
even for companies 
that have not planned 
for such credit, rai- 
sing capital is going 
to be difficult under 
the current scenario, 
sources said. 

Kandula 
Subramaniam 


billion dollars. The amount US spy agencies spent in 2008, a jump of 10 per cent over 2007. 


AMIT VERMA 





AVIATION 


I perceived the world works." 


Pros And Cons 


India's new 
aviation 
regulator will 
need to 
address some 
basic issues 


DOUBLE AGENT: 

Till now, the 

Airports Authority of 
India was doubling up 
as regulator and 
operator of airports 


SHIPPING SINKS 


The Baltic Dry Index, a measure of commodity 
shipping costs, sank to its lowest since 2002 
as lack of credit curbed global trade. 


Baltic = Index 


INDIA WILL FINALLY 
have a regulator for 
airports with the cabi- 
net approving the Air- 
ports Economic Regu- 
latory Authority of 
India (AERA) bill. 

AERA will main- 
tain a competitive and 
level-playing field for 
services provided and 
fees charged by airpo- 
rts. The Airports Au- 
thority of India, which 
oversaw the working 
of airports till now, 
was doubling up as 
operator and regula- 
tor. With the number 
of private airports 
increasing, it may not 
have been possible for 
it to carry on. 

AERA will also est- 
ablish an Appellate 
Tribunal. Like regulat- 
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“There was a flaw in the model of how 


ors in other sectors, 
AERA lacks the power 
and reach for ‘inter- 
disciplinary’ regula- 
tion. “There is a need 
for a comprehensive 
approach; currently it 
is lacking since the 
regulator has come in 
only where public and 
private companies are 
involved,” says Gurvi- 
nder P.S. Arora, senior 





obstacle in speedy ad- 
judication and dispu- 
tes would continue to 
end in long legal 
battles in courts, de- 
feating the rationale 
for setting up the 
regulator — a critical 
element in an econ- 
omy that has em- 
barked on a reforms 
path. "This aspect 
would, hopefully, get 


manager at KPMG. addressed when 
Lackofinter-disci- ^ stakeholders make a 
plinary regulation point; says Arora. 
could be a major M. Rajendran 
.WILDLIFE PROTECTION 


ONLINE FOOTPRINTS 





Thailand, host of 
the 14 annual 
ASEAN summit in 
December, has 
changed the venue 
from Bangkok to a 
smaller town cal- 
led Chiang Mai. 
Since August, 
anti-government 
protesters have 
occupied Prime 
Minister Somchai 
Wongsawat’s 
office. The govern- 
ment’s move is 
seen as a Strategic 
step to save itself 
from embarrass- 
ment during the 
ASEAN summit. 
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THOUGH THE SALE OF A TIGER SKIN ON Orkut to meet potential customers 
Baazee.com went largely unnoti- from the Middle-East and Europe, 
ced in 2002, the Wildlife Crime and then closed deals via email. 
Control Bureau (WCCB) has "Until now, these seizures 
responded swiftly to the 26 have been a result of chance 
August seizure of endangered detections and represent a 
birds, which were being illegally minuscule fraction of the vast 
sold through the internet by a scope the internet provides for 
Meerut-based trader. illegal trade," says Ashok Kumar, 
The WCCB has announced the vice-chairman of WTI 
creation of a Web-patrolling unit. India has been a major source 
New Delhi-based Wildlife Trust of for illegal wildlife trade; such 
India (WTI) tracked the online initiatives by the WCCB could play 
activities of the trader and nabbed J-puticant role ur so 
him at point of sale. The trader India's wilds. 
used networking sites such as Manashwi 
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GOUNTING 
LOSSES 


A Pakistani villager 
makes his way 
through the debris 
of his house dama- 
ged by earthquake 
at Ziarat in 
southwestern 
Pakistan. A strong 
tremour of mag- 
nitude 6.4 struck 
in the wee hours on 
29 October 2008, 
killing at least 150, 
injuring scores 
more and leaving 
15,000 homeless, 
according to 
official figures. 


INFRASTRUCTURE 


OnPoint 


New Window 


Why there is 


THE BIGGEST CASUALTY 
of the global credit 


may turn choosy in 
the short- to medium- 
term. “Some projects 
may even have to find 
ways to refinance,” 
says Harish Engineer, 
executive director at 








US ECONOMY 


a need for a crunch could be In- HDFC Bank. 
sepa rate dias infrastructure se- According to 
I ctor. India needs a Sachin Mathur, head 
window for mammoth $475 bil- of Crisil Research, 
infrastructure lion in infrastructure there are equal challe- s 
H investments. Altho- nges from issues rela- š 
Investment ugh bankers say many ted to policy, finan- š 


projects are onstream, 
the increasing class of 
risk-averse investors 


SHARMA 


cing and project exe- 
cution. “On the fund- 
ing side, there is cost 
escalation and tighter 
resources,’ he says. 


While investors favour 


ports, airports or ur- 
ban infrastructure are 
considered riskier. 
The government may 
have to push for a se- 
parate policy and fun- 
ding window for in- 
frastructure projects. 
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No more lobbying 


COMPANIES THAT HAVE RECEIVED BILLIONS IN 
handouts from the US government are ac- 
cused of lobbying against new regulations 


‘aimed at preventing another crisis. Insu-. 


rance giant AIG, which previously received 
a $120-billion bailout, has been forced to 
suspend all its lobbying after it was found 
to be pushing to relax new rules to prevent 
mortgage fraud. Now, a new Bill seeking to 
bar firms receiving bailout money from 
lobbying is being introduced in Congress. 





RIBHUWAN 


ar - Sreevalsan Menon 


Reality 
Check 


A Nasa space probe has discovered a new category of minerals spread across large regions of Mars. 
The discovery suggests that water played a crucial role in shaping the Martian landscape. 
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Save fuel and reduc 


With the starty item from Bosel 


Innovation from Bosch: The start/stop system reduces fuel consump- 
tion and CO, emissions in urban stop-and-go traffic by up to 896. In 
traffic jams or at red lights, for example, the system switches off the 
engine — and automatically restarts it when things get moving again. Invented for life 
This reduces driver stress, saves money and is easy on the environment. 

www.boschindia.com 


For information brochure, please write to Corporate Communication, - 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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ASTRONOMY 


ADVANTAGE INDIA 


SCIENTISTS AT THE US'S 
National Aeronautics 
and Space Administr- 
ation (Nasa) are look- 


ing out after long-sta- - 


nding budget short- 
falls. A 2014 man- 
ned moon mission 
had to be "decelera- 
ted" and more proje- 
cts are expected to 
follow suit. 

M. Annadurai, dire- 
ctor of India's moon 
mission Chandrayaan, 
recently said that 
after Chandrayaan-1's 


successful launch, he ` 


received e-mails from 
some scientists of 
Nasa and other for- 
eign space agencies 


Before long, 
IPL's success 
formula will 
be replicated 
by other 
countries 


RED ALERT: 

Greed and arrogance 
could damage the 
prospects of IPL 





asking about job 
openings. 

Foreign scientists 
will have enough to 
do should they find 
employment at ISRO, 
which plans at least 
two more high-level 
missions — a lunar 
lander called Chan- 
drayaan Il in 2010 


. and an indigenous 


SPORTS 


manned space mis- 
sion in 2014. Hence, 
it is no wonder US 
presidential candi- 
date Barack Obama. 
said that Chandray- 
aan's success means 
the US must strive 
harder to lead in 


space — and to 
retain its people. 
Pierre Mario Fitter 





Odd Spins 


THE CRICKET WORLD IS 
fast descending into 
chaos following the 
discovery of the 
Twenty20 gold by the 
Indian Premier Lea- 
gue (IPL). Greed and 
arrogance have set in 
motion conflicts that 
could damage IPL. 


Already the relati- 
ons of IPL's owner, 
Board of Control for 
Cricket in India 
(BCCD with Sri Lan- 
ka Cricket (SLC), 
have soured over the 
alleged payment offe- 
red by BCCI to SLC 
to guarantee availa- 
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= TOP CITIES TO VISIT IN 2009 


Antwerp, Belgium 
Beirut, Lebanon 
Chicago, US 
Glasgow, Scotland 
Lisbon, Portugal 
Mexico City, Mexico 
Sao Paulo, Brazil 
Shanghai, China 


Warsaw, Poland 


| 10 Zurich, Switzerland 


Note: The cities are not ranked 


bility of SLC players 
for IPL. 

BCCTs standoff 
with the England and 
Wales Cricket Board 
(ECB) — which is 
planning its own En- 
glish Premier League 
from June 2010 — 
over availability of 
players is threatening 
to push the two leag- 
ues into head-on 
rivalry for internatio- 
nal stars and global 
television revenues. 

Cricket Australia 
and the United Cri- 
cket Board of South 
Africa (CBSA) are 
trying to dig a gold- 
mine of their.own by 
roping in New Zea- 
land as the third par- 
tner in a Southern 


e LI 
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Source: Lonely Planet | 


Twenty20 League 
that will begin in 
October 2011. 

It may be a matter 
of time before West 
Indies, Pakistan and 
Sri Lanka will de- 
mand their pound 
of flesh for renting 
players to these 
leagues. 

All these ‘premier 
leagues’ will clearly 
crowd out bilateral 
international mat- 
ches and the Interna- 
tional Cricket Council 
(ICC) may be forced 
to curtail this travell- 
ing circus where in- 
ternational players 
could end up represe- 
nting several teams in 
several countries in 
the same year. 

Feroz Ahmed 


billion. The amount Kazakh government will invest in top four banks to avoid a potential banking crisis. 
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Playing it by the ear 
Mukesh Ambani's 


Reliance Industries 
(RIL) — Asia’s 
largest producer of 
polypropylene — has 
closed two of its four 
manufacturing lines 
in its polypropylene 
plant at Jamnagar 

in Gujarat. This is in 
response to dimini- 
shing demand for 
the raw material, . 
used to make sacks 
for packaging comm- 
odities such as 
cement, foodgrains 
and chemicals. 


Bahrain eyes India 
Bahrain Telecom- 
munications Co. 
(Batelco) is pursuing 
acquisition opportu- 
nities in India. The 
company has already 
set aside $2 billion 
for acquisitions in 
India and Africa. 

The company 
plans to increase the 
share of revenues 
from overseas opera- 
tions from 36 per 
cent to 80 per cent 
over the next five 
years, says Peter Kali- 
aropoulos, CEO of 
Batelco. The Bahrain 
company has opera- 
tions in Jordan, 
Yemen, Kuwait and 
Egypt as well. 


L&T's Oman foray 
Engineering major 
Larsen & Toubro 
(L&T), is setting up a 
large heavy engineer- 
ing facility at Sohar 


in Oman to manufa- 
cture high-pressure 
heat exchangers and 
reactors used by the 
hydrocarbon sector. 

“The facility will 
come up at the area 
adjoining our open 
fabrication yard at 
Sohar,” says M.V. 
Kotwal, senior - 
executive vice-presi- 
dent (heavy engineer- 
ing) at L&T. Initially, 
the company will 
invest $50 million in 
the venture. 

The engineering 


major has an open 
fabrication yard for 
modular construction 
of offshore equip- 
ment for manufac- 
turing drilling rigs 

at Sohar. 


Facing the music 
Pig-iron maker Visa 
Steel has temporarily 
closed its 50,000- 
tonne ferro chrome 
unit at Kalinganagar 
in Orissa due to poor 
market conditions. 
The plant went 
on stream a year ago 
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when prices of ferro 
alloy, used in 
stainless steel, 

were ruling high. 
However, the prices 
have halved from 
their peak in the past 
few months because 
of the global econ- 
omic crisis. 

“There is hardly 
any buyer even at 
lower prices,” says 
Vishambhar Saran, 
chairman of Visa 
Steel. “We have piled 
up huge stocks. 
There is no point 
running the plant” 





BW-THOMSON REUTERS PE DEAL TRACKER 


October The Asian PE market saw 761 deals worth $9.37 billion 
as on 27 October. China was the largest market in the region qim 272 oai 
worth $3.59 billion. 






Security And Intelligence 
Services (India) 


JB Pharma SEZ 
Webaroo 
Prozone-Liberty 


Nine Dot Nine Mediaworx 
eYantra Industries 
Neilsoft 

MAPE Advisory Group 


Associated Powercon 
Equipments 


Figures for 5-25 October 2008 


Top India deals 


D.E. Shaw Group 


| IL&FS Investment Managers 
Charles River Ventures 
LTG Development Capital 

. Helion Venture Partners 
Argonaut Partners 

. Trident Capital 
Global Investment House 
SIDBI Venture Capital 


(SM) 

US 235.00 
India 14.55 
US 12.34 
UK 11.97 
Mauritius 7.50 
US 3.10 
US NA 
Kuwait NA 
India x NA 


NATION DEAL SIZE 






PE investments by nation 
No. of deals 
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More power 

The Himachal Pra- 
desh government has 
signed an agreement 
with hydroelectric 
major Satluj Jal 
Vidyut Nigam 
(SJVN) to set up 
more hydro power 
projects in the state. 
SJVN has two 
projects — 775-MW 
Luhri and 40-MW 
Dhaulasidh — i 

the state. 

As per the agree- 
ment, Himachal 
Pradesh will get 12 
per cent of the power 
generated from the 
two projects as roya- 
Ity and 49 per cent of 
the remaining 88 per 
cent at lower rates. 


JP Morgan's 
India plans 

JP Morgan India 
plans to open four 
more branches in 
India at Delhi, 


PE in inve 
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| Business services 


Chennai, Bangalore 
and in one more city 
in southern India. 
The company, which 
planned to pump in 
about $1 billion 
across sectors in 
India, has so far 
invested $450 mil- 
lion in real estate, 
infrastructure, manu- 
facturing and finan- 
cial sectors, says 
Kalpana Morparia, 
CEO of JP Morgan 
India. The company, 
which has 11,500 
people on its rolls, 
plans to increase the 
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headcount, notwith- 
standing the global 
financial crisis. 


Going online 
Boston-based news- 
paper Christian 
Science Monitor is 
dropping its daily 
print edition to focus 
on publishing online. 
From April 2009, the 
general-interest 
paper — founded in 
1908 and the winner 
of seven Pulitzer 
Prizes — will print 
only a weekend edi- 
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tion. The Monitor has 
been struggling fina- 
ncially for decades, 
with its circulation 
dropping from 
230,000 in 1970 to 
just 50,000 now. On 
the other hand, the 
paper's online traffic 
has soared with about 
5 million page views 
per month, compared 
with 1 million a 
decade ago. 


Reverse merger 
US-based Trans- 
India Acquisition 
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Corporation (TIL) 
has signed an agree- 
ment to acquire 80 
per cent stake in Hy- 
derabad-based solar 
photovoltaic modules 
maker Solar Semi- 
conductor. The deal 
is a reverse-merger 
agreement and val- 
ued at around $375 
million. “The merger 
will help us access the 
capital market as TIL 
is an American stock 
exchange-listed com- 
pany, says Hari Sura- 
paneni, president of 
Solar Semiconductor. 
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: Considering their awful condition, should 





f India shut d 

ndia shut down its zoos? 

i 

! We asked... Ashok Kumar, vice-chairman, Wildlife Trust of India and former member, Central Zoo Authority; Maneka 

: Gandhi, Member of Parliament and animal rights activist; N.V.K. Ashraf, director (wild rescue), Wildlife Trust of India; Sanjay 

: Verma, executive managing director, Cushman & Wakefield; Rupa Naik, executive director, All India Association of Industries; 

Amit Jain, director, Goldstone Imaging; Vandana Kapoor, schoolteacher; Jeewan Dhawan, home-maker and mother: Dilip Raote, 
senior journalist; Kultej Saluja, dentist. 

i 

5 

E 

E 

P 

s 

E 

E 

M 

" 

ij && We need breeding centres run G$ Zoos are part of civil society. *'* The government and central 

2 by experts that filter animals back Shutting them down will be z00 board must assist them techni- 

to the wild. 95 escaping the problem. © $ cally and financially. © 4 
3 Maneka Gandhi, Lok Sabha MP Sanjay Verma, executive managing Ashok Kumar, vice-chairman, 
d and animal rights activist director, Cushman & Wakefield Wildlife Trust of India 


YES BEGAUSE: It has often been said that the condition of a society can be judged by the 
way it treats its animals. The condition of India's zoos speaks volumes about the mess our society is in. 
Yes When one Delhi-based NGO flew a vet to Dharamshala to treat an injured bear, the Himachal Pradesh 
government couldn't even reimburse the tickets as it had no budget for this. In one of the zoos in Goa, 
[ | O jackals and porcupines were once grouped together for lack of space. While the central zoo authority 
X 40 / O provides guidelines for functioning, it cannot shut zoos — merely de-recognise them. So these continue 
to function albeit without official sanction. It is far more preferable to have wildlife parks and 
sanctuaries where animals can live and breed naturally while people visit them in their natural habitat. 


NO BECAUSE: It is no secret that most Indian zoos are in a terrible condition. However, there 
[ are good reasons for why they should remain open — especially if they can be improved. For one, zoos 
| No inspire a spirit of conservation in young children by bringing them in close contact with wildlife. Two, 
they provide a valuable base for wildlife research to aid formal conservation efforts. In some cases zoos 
O ' double up as refuges for animals whose habitats have been destroyed by encroachment. Rather than 
"50 / O _ Shutting them down, the problems should be fixed. Zoos must hire professional veterinary scientists and 
caretakers. They may even be privatised or run by philanthropic arms of firms to ensure better funding. 
It is possible to run a profitable zoo as several privately owned zoos in the US and Australia have shown. 


Gi í“ Oe OO — re — - — 


MAYBE BECAUSE: Indian zoos are in a bad state. Animals are often sick or in ill health 


d because they have few chances to use their natural instincts and faculties. Although it is not easily ü 
; M aybe detectable, several animals suffer psychological traumas and become anti-social even among their own 
kind. However, if you shut zoos down, the thousands of animals that have been depending on humans 
: "509, all their lives will have zero chance of surviving in the wild. Since they also serve as invaluable 
P 3 O educational and research tools they must be completely revamped. The government, the Central Zoo 
l Authority and private organisations could assist zoos technically and financially. Once these are in 


place, guidelines must be strictly adhered to, else zoo keepers should be fined or punished. 


PANI aN RS A, 


10 NOVEMBER 2008 2 2 BUSINESSWORLD 


ABU DHABI 


For investor queries, 


ERA 1 
W: Ti 


Government of Ras Al Khaim: 
> RAK Investment Authorit 


The world's youngest business hu 








Comment | 


Discredited 
Trustees 


by omkar goswami 


SOCIETIES SURVIVE, GROW AND PROSPER ON 
trust. And fail miserably when trust breaks 
down among people, communities, groups 
and institutions. What is true for societies is 
equally valid for markets. A Rs 100 note is 
just a piece of officially printed, serially num- 
bered paper issued by the Reserve Bank that 
promises to pay the bearer the sum of one 
hundred rupees. It isn’t backed by any pre- 
cious metal. Indeed, after 15 August 1971, 
when the US shut its gold window based on a 
fixed exchange rate of 35 troy ounces of gold, 
no currency in the world is backed by any- 
thing other than its central bank’s guarantee 
— hence; by trust in the government and its 
major financial institution. 

We accept the Rs 100 note because we 

have the trust that anyone else in India will 
also accept it. If we did not, the market econ- 
omy would degenerate to pure barter. It is 
most often seen in periods of acute hyperin- 
flation, such as the one ravaging Zimbabwe. 
At an inflation rate of several million per 
cent per annum, people won't accept cur- 
rency. It has become a fear-stricken, utterly 
inefficient barter economy. 
. The trust in market economies have much 
to do with the quality, ability and respect 
commanded by key trustees. There are many. Efficacy of the 
monetary and banking system depends upon the trust that 
we have on the central bank and banking regulators. Capital 
market regulators are critical to ensure a level playing field, 
transparency in the stock exchanges, and protection of in- 
vestors’ rights. Insurance regulators must ensure the monies 
that companies garner from individuals and corporations for 
long-term protection are not obtained through misleading 
promises, and are deployed in a sufficiently safe manner. 

This brings me to debt and the role of global credit rating 
agencies such as Standard and Poor's, Dun and Bradstreet, 
Moody’s and Fitch. Unlike equity, which need not be serv- 
iced in bad states, debt has to be, irrespective of whether the 
originator is doing well or poorly. It, therefore, becomes crit- 
ical for any potential buyer of any debt paper to get an im- 


partial ‘true and fair’ independent assessment of the entity’s ` 


capability to service the debt. Thus, the genesis of the so- 





Credit rating 
agencies 
have failed 
abjectly in 
doing their 
fiduciary 
duties. Will 
they be taken 
to task? 


called independent credit rating agencies. 
And ever since debt papers began to be ap- 
praised by these agencies, the ratings deter- 
mined the risk and, hence, the price and cost 
of investing in any such instruments. High 
ratings allowed the issuer to get a good price 
for their paper. Poor ratings sharply lowered 
the price. We bought or did not buy based on 
the trust that we bestowed on the rating 
agencies. Today, most will agree that these fi- 
duciaries have abjectly failed in discharging 
their trust to the global investing community. 
The only ones who think differently are the 
bosses and employees ofthe rating agencies. 

Consider their disreputable role in the 
subprime crisis, especially in their rating of 
mortgage-backed collateral debt obligations 
(CDOs). More than $1.5 trillion of high-risk 
subprime mortgages originated in the US 
between 2004 and end-2007. If you added 
to this marginally lower risk below prime 
mortgages, the amount will total over $3 
trillion. These mortgages were aggregated, 
sliced, window-dressed in every conceivable 
manner to create myriad portfolios of CDOs 
which, after a few iterations and re-slicing, 
had no clear relationship to the real underly- 
ing assets. Each agency assigned fairly at- 
tractive ratings to most of these securities 
based on arcane mathematical models. 
Armed with good ratings, these pieces of pa- 
per were sold everywhere — pension funds, 
private equity firms, municipal treasuries, 
sovereign funds, mutual funds and the rest. 
No buyer knew the quality of what they were 
purchasing. They bought on the trust and 
faith they reposed on the rating agencies. 

We now know that these great fiduciary 
bodies were self-serving creatures who, in order to get the 
business from the issuers of such CDOs, always found an ap- 
propriate ‘mathematical model’ to pronounce an attractive 
enough rating. The denouement: financial meltdown, panic, 
liquidity gummed up everywhere, complete lack of trust be- 
tween financial intermediaries and write-downs that will 
eventually tot up to well over $2 trillion before the blood is 
swabbed off the street. Why? Because the trustees failed in 
doing what they were supposed to do. As Arthur Anderson 
did with Enron. Only this time the impact is several thou- 
sand times more. Will the CEOs ofthese agencies be taken to 
task? I think not. My initial thought of this article's title was 
"Hang 'Em High". But that would be too much like a lynch 
mob. Though I would be sympathetic to that as well. 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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The US 
bailout 
procedure 
needs 
more trans- 
parency 


ALL EYES ON HIM: 
US Treasury Secretary 
Hank Paulson 


Unfolds 


by Team BW 


THE $700-BILLION BAILOUT ASSEMBLED BY THE 
US government to assist troubled banks is bei- 
ng spent as quickly as Treasury Secretary Hank 
Paulson promised. It is also being spent as 
arbitrarily as many in the US Congress feared. 

So far, nine national banks have been alloca- 
ted $125 billion under the Treasury Depart- 
ment's capital injection programme (see “The 
Money Trail’), which has been partly intended 
to help larger banks buy smaller sick ones. Now 
the programme is being extended to regional 
banks with PNC Financial Services getting $7.7 
billion in support, part of which helped it buy 
National City, an ailing small bank. 

The criticism that bailout banks will ultima- 
tely benefit from this at the taxpayers’ expense 
is also rising. The banks being bailed out are 
giving the US government warrants worth just 
15 per cent of the money they receive. The 
strike price of the warrants is based on banks’ 
stock prices at the time of issuance. Some 
banks are even using bailout money to fund 
their lobbying efforts. The only concession 
bailed out banks are making is to limit execu- 
tives’ pay and severance packages. 

One particular bank has been denied assis- 


L 





I EOS global economy 


The Drama " 


a. 
< 





nee 


MONEY TR. m 
allocated a i 


Source: US Treasury Department 


tance, according to Washington rumours. It is 
unclear as to why. Paulson, who has assumed 
significant powers under the bailout plan, has 
said little about the basis on which the Treasury 
Department will disperse its bailout bucks. All 
Treasury officials have publicly said is that they 
will aid only ‘healthy’ institutions. For example, 
Paulson has said the reason the Treasury did 
not aid Lehman Brothers and allowed it to fail 
— an act many say fuelled the current market 
mayhem — was that its CEO Dick Fuld ignored 
official prodding to sell the bank. Paulson has 
maintained Lehman had “a huge hole" in its - 
balance sheet and fell into such a bad financial 
state that the government and/or Federal 
Reserve couldn't prop it up. Bear Stearns and 
AIG, on the other hand, Paulson has said, could 
be saved as they had worthy collateral. But 
media reports say Lehman was never reproa- 
ched by the government nor was it ever asked 
to look for a white knight. 

It is expected that the Secretary will soon 
hand out another tranche of money to more 
regional banks. There are also reports that the 
Treasury will begin to extend the capital injec- 
tion programme to take equity stakes in trou- 
bled insurance companies. With so much cash 
at stake, the question of how the Treasury is 
doing its due diligence is being raised by angry 
Congressmen, many of whom voted against the 
bailout in the first place. To them the situation 
looks a bit like the one described in the musical 
Evita: When the money keeps rolling in you 
don't keep books. You can tell you've done well 
with the happy, grateful looks. 

But there may be no other choice. Credit rat- 
ing agencies such as Moody's and Standard & 
Poor have been widely discredited because they 
had given enthusiastic thumbs up signals to 
subprime securities. 

In these times of crisis, it is hard for investors 
to trust anyone, even the Treasury. 
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BIVASH BANERJEE 


Deadly 
Mistakes 


by Noemie Bisserbe 


- MORE THAN THREE WEEKS AFTER THE DEATH OF 

A h Ig h g p ro- Jayant Bhuyan, deputy director general at the 
" Confederation of Indian Industry (CII) and 

fi | € case chief executive officer ofthe India Brand Equity 

' n Foundation, at Max Devki Devi Heart and Vas- 

h Ig h | Ig hts cular Institute in Saket in New Delhi, the hospi- 
tal is yet to share the results of an internal inves- 

th € nee d tigation, which is expected to shed some light on 


fo rme d : ca | the exact reasons for this death. 


Bhuyan passed away on 6 October due to a 

vi gi la nce medical error during a bypass surgery — an op- 

eration that today has a success rate of about 99 

per cent. CII, which is providing support to 

Bhuyans wife, Ramola Bhuyan, has already ini- 

tiated a post-mortem examination and could, 

depending on its results, take legal action 
against the hospital. 

"Tissue samples have been sent to two institu- 
tions and we are still awaiting the results," 
says Ramola, a financial management consult- 
does not havé adequate ant with World Bank. “The system is such in In- 

regulations to guard dia that you cannot touch doctors. It is high 
against medical time doctors be made responsible for their mis- 
malpractices takes. And when something like this happens, 


ENCOURAGING 
CARELESSNESS: India 


P TB [AE healthcare 


the punishment should be exemplary" The 
incident reflects the poor state of India's private 
healthcare sector and the lack of transparency 
at hospitals (see ‘Who Cares..", BW, 20 Oct- 
ober 2008). 

While Max Hospital has admitted that *some 
error" was committed, what exactly happened 
during the operation still remains unclear. *The 
internal investigation is almost complete and 
we will share the results with the family in a 
couple of days,” insists Dr Pervez Ali Ahmed, the 
hospital's executive medical director. 

Bhuyan, 58, was admitted after a minor heart 
attack at the Max hospital on 29 September 
morning. While he recovered quickly, tests 
showed extensive blockage in three arteries and 
Bhuyan was advised to go for a bypass surgery. 
The following Saturday Bhuyan was operated 
upon by Dr L.S. Virdi. In the evening, his family 
and friends were informed that the operation 
had gone well. 

"The doctor informed us that the liver and kid- 
ney were functioning well and that when seda- 
tives wear off, we will know whether the brain 
was functioning properly, says Ramola. While 
Dr Ahmed admits that the family was not imme- 
diately informed that a mistake had been com- 
mitted during the operation, ^we shared some 
concern about the brain", he says. 

Itis only the following morning that Dr Virdi 
informed that her husband's brain had suffered 
extensive damage. “Dr Virdi told me that during 
the operation he gave my husband a wrong tube 
that was later removed, but that oxygen was 
pumped in causing a massive insult to the brain,” 
explains Ramola. Dr Ahmed denies this version. 
“This is not correct; some event happened” he 
says, but does not elaborate. 

Dr Virdi performed an on-pump surgery 
wherein the surgeon sutures cannulae (small 
tubes) into the heart to take over the functions 
of the heart and lungs. Alternative methods of 
coronary artery bypass surgery have been devel- 
oped such as off-pump surgery. At Wockhardt 
and Apollo Hospitals, 90 per cent of bypass sur- 
geries are off-pump — as they are less invasive 
and the patient's recovery is faster. When asked 
whether the family had been informed that an 
alternative to on-pump surgery existed, Dr 
Ahmed said: “I believe so. An informed consent 
detailing the procedure has to be signed before 
every operation." 

Bhuyan was pronounced dead the next day 
at 11.30 a.m. "I would like to put my faith in the 
system," says Ramola. *One good thing is that 
the hospital did not deny guilt. But it is 
not enough.” 
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On Slippery 


Grounds 


by Sreevalsan Menon and Muthukumar K. 


With crude 
prices 
crashing, 
exploration 
firms feel 
the heat 


LONG VIEW: 

Bigger E&P players look 
at oil prices on a 
20-year horizon 


NOT EVERYBODY IS ENTHUSED BY THE CRASHING 
international crude prices. As prices dip below 
the strategically-significant $60 per barrel 
mark, recent investments made in exploration 
and production (E&P) activities in India could 
come under a cloud. Investments in E&P have 
gained momentum since 2006, while crude 
prices touched a high of $147 earlier this year. 

The present situation, coupled with the global 
liquidity crunch faced by several oil downstream 
PSU companies, may push E&P activities of new 
entrants on the back burner. Says Shri Mathur, 
president and CEO of Adani Welspun, “While 
the existing blocks may continue to be 
explored, there is every possibility of a slow- 
down in future E&P projects.” 

Oil marketing companies that have commit- 
ted huge funds for E&P could bear the brunt. 
Hindustan Petroleum Corporation (HPCL), 
which set up a new E&P division last year, alre- 
ady has a loss of over Rs 36 crore in the past two 
years under E&P in its books. Bharat Petroleum 
Corporation (BPCL), which has planned E&P 
investments of Rs 6,000 crore over the next two 
years, has operating losses of Rs 80 crore in the 
E&P segment. 

Mathur believes that the bigger E&P players 
will continue with their activities as they look 
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at oil prices on a 20-year horizon. 

So explorers such as ONGC and Reliance In- 
dustries (RIL) may pull along. ONGC with 11 
discoveries in oil and 17 in gas in its kitty has an- 
nounced an investment of Rs 71,000 crore for 
the 11th five-year plan period. RIL had announ- 
ced an investment of Rs 25,000 crore prior to 
the KG basin discovery and has spent Rs 13,400 
crore so far. RIL has plans to drill 100 wells. It 
has already deployed five rigs and also contrac- 
ted another four rigs. Till date, RIL has made 42 
discoveries in its domestic acreage from 66 ex- 
ploration wells drilled. 

But even for the bigger players, the rising cost 
of exploration could pose a tough challenge. The 
cost of drilling at sea and mining on ground has 
gone up considerably since 2007 due to shortage 
of rigs and other equipment. One estimate says 
the cost of exploration today just about equals 
the price of crude at $60 per barrel. 

According to oil analyst Harshad Borawake of 
Motilal Oswal, most of the future earnings of 
Indian companies from E&P activities are being 
estimated assuming that price of Brent crude 
will sustain at $90/bbl in 2009-10 and at 
$75/bbl in the long term for profitability. 

“Rate of recovery (RR) from existing and new 
wells would be crucial for long-term investment 
plans,” says M.R. Pasrija, chairman of Oil India. 
He adds that OIL has a higher RR among PSUs 
at over 65 per cent. 

In the seventh round of NELP in April, 96 
firms submitted 181 bids for 45 exploration blo- 
cks. If crude oil prices remain at current levels, 
this enthusiasm of companies could dwindle 
and the government's hopes of raising domestic 
crude oil production by over 30 per cent in the 
next five years could remain a distant dream. 
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Recession May 
be Deeper 


by bill emmott 


AFTER MORE THAN A YEAR OF WATCHING THE 
credit crunch unfold and waiting to see what 
impact it would have on the global economy, 
we are now clearly in a recession, at least in 
the rich world but probably also globally. 
That knowledge does not necessarily make 
us any wiser, however: anyone who thinks 
they can forecast the course of the current 
crisis is deluding themselves. So is there any- 
thing we can say? Six things, in my view. 

The first is that the recession in the US and 
Western Europe is likely to be deeper than 
the one in 2001-02 as it is being driven by 
the process of deleveraging, of cutting debt 





Central banks 


ident Barack Obama, if he is indeed elected, 
will surely introduce a massive new fiscal 
stimulus package, probably focused on re- 
building US infrastructure. So America’s 
federal budget deficit, already more than 3 
per cent of GDP, is going to at least double, 
but could well rise further than that during 
2009-10. That bigger deficit and govern- 
ment debt will be echoed on the other side of 
the Atlantic, and will impose tight con- 
straints on the ability of governments to im- 
plement other spending or tax-reform plans, 
including hoped-for measures to cope with 
climate change. 

The third thing we can say, though, is that 
any worries that this explosion of public debt 
will be inflationary are, at best, premature. 
Throughout this decade, the forces of infla- 
tion and deflation have been engaged in a 
struggle for dominance. This recession is 
bringing the forces of deflation back into a 
dominant position. Central banks will cut 
short-term interest rates repeatedly and 
sharply to try to discourage that deflation. 


and shrinking borrowing, first by consumers will cut Hence the fourth thing we can say, with 
and then by companies. How deep depends some confidence, is that the halving ofthe oil 
on how afraid borrowers and lenders be- short-term price that has occurred since June and the 
come. With US unemployment now 6.1 per interest rates dramatic drops in other commodity prices 


cent of the labour force, however, we know 
that there is quite a way to go before things 
get as bad as in 1980-82 (when unemploy- 
ment exceeded 10 per cent), let alone the 
1930s (30 per cent-plus), with which this 
crisis is so often compared. 

Second, we know we can compare the re- 
sponse from governments to this crisis with 
the ones seen in financial crises in Japan and 
Sweden in the 1990s, and of course the 
1930s themselves. Japan, which from 1990 onwards saw the 
biggest falls in stock and real estate prices of any big indus- 
trial economy since 1929, suffered a ‘lost decade’ in which re- 
cession was never deep but it was long. Sweden, where banks 
collapsed and were nationalised in the early 1990s, suffered 
a very deep recession but recovered from it quickly. The dif- 
ference lay in the speed of the public policy response. 

Ittook Japan eight years before public funds were injected 
directly into its banks. In Britain, the US and elsewhere it 
has taken 15 months. In Japan, the full cost of bank rescues 
and tax write-offs of bad debts is estimated as having been 
almost 25 per cent of its GDP. The combined cost of taking 
Fannie Mae and Freddie Mac into government control and 
ofthe $700-billion Troubled Asset Relief Plan looks likely to 
be no more than 5 per cent ofthe US GDP. 

Almost certainly, the cost will rise. More public money 
will have to be funnelled into US and European banks. Pres- 


repeatedly 
and sharply 
to try to 
discourage 
deflation 


are likely to be only the beginning. Demand 
is slumping in the rich, industrial world 
which makes up 60-65 per cent of global 
GDP; it is also fading in China. 

The fifth point that can be made is 
whether painful recession or slower growth 
in particular countries will turn into some- 
thing even more dramatic is likely to be an- 
swered by politics, not by economics, espe- 
cially in countries where oil and commodity 
slumps hurt badly. During the East Asian crisis of 1997-98, 
the worst slump occurred in Indonesia, because the crisis led 
to the overthrow of the long-time dictator, Suharto, and then 
to years of chaos and conflict before democracy and eventu- 
ally stability were restored. 

The sixth and final point that can be made amid the in- 
evitable fog of recession is that countries that are flexible and 
adaptable, but with robust public institutions, will fare best. 
This means that anyone who assumes that this slump marks 
the end of American leadership, the beginning of the trans- 
fer of power to Asia or the BRICs, the demise of dollar hege- 
mony could well be proved wrong. This is an American re- 
cession, but America is actually one of the countries best 
placed to absorb it, dust itself off and then recover. 





The author is a former Editor of The Economist. 
policyworld.bw (a gmail.com 
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Vorsprung durch Technik 


Multimedia Interface. 


it makes advanced engineering seem easy. 


For us, true advancement is when highly evolved technology becomes 
exceedingly simple too. That's when it gives you a feeling of Vorsprung. 

Making technology simpler demands great diligence. The result, however, 
is magic. For instance, the Multimedia Interface (MMI). Play music, adjust 
air-conditioning, make calls, or operate something as advanced as Audi 
Drive Select - that too, with a simple touch panel and jog dial console. 

At Audi, we expend as much effort on simplifying inventions as on 
inventing them. After all, engineers are people too. 

Vorsprung durch Technik. It's what makes the Multimedia Interface (MMI) 


a powerful idea. 


Authorised Dealers: Audi Ahmedabad 0-9998001 123, 0-9998600030 
Audi Bangalore O80-28521548, 0-9632224340 Audi Chandigarh 0172-3068911, 0-9876429103 
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Modernising Indian cities could boost the 
weakening |. ^ . and give millions of 
Indians the chance of a quality urban 1 e 


Delays in urban 
projects such as 
Mumbai’s Worli Sea 
Link (above) indicates 
that development of 
Indian cities is lagging 
— and could soon 
derail national develop- 
ment 


ILL a year ago, Anita 





cae » 
ACER MUREA SERAIS Jadhav, who trekked to 
EU E NW Mumbai in 1991 from 
LA 2 OSS Paithan in Maharash- 


oy Pi tras Satara district, was 
just one of the thou- 
sands of the city’s face- 
less poor eking out an 
apology of a living in 
a Indias commercial 
capital. Living in a slum on the borders of the 
citys Sanjay Gandhi National Park, Jadhav’s life 
was forever altered by a rehab scheme brokered 
by NGO Nivara Hakk and the Bombay High 
Court. On 1 May 2007, she was given the keys to 
a 225-sq. ft mini apartment on the first floor of a 
seven-storey building. The scheme freed up the 
103-sq. km national park from encroachments. 

The story of Jadhav is uplifting, but, sadly, an 
exception. Her family is one of 12,000 slum 
families that are being re-housed in Chandivili, 
a suburb in north-east Mumbai. The rest of the 
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estimated 80 million families — mostly mi- 
grants from rural areas — who live in slums in 
Indias urban areas, are not so lucky. They con- 
tinue to ‘enjoy little or no access to normal civic 
facilities such as water, electricity and health 
services, or decent homes. 

And their numbers are exploding, worldwide. 
In 2008, for the first time, the world’s urban 
population outstripped that of rural areas. Ac- 
cording to a recent report by UN Habitat, more 
than 70 per cent of the world’s population 
would live in cities by 2050. In the developing 
world, urban population would skyrocket to 5.3 
billion people by 2050, not too far off from to- 
day's total world population of 6.7 billion. In In- 
dia, half the population will live in cities by 
2041, according to the World Bank — today, it is 
close to 30 per cent. "The massive movement of 
humanity to cities and towns in the coming two 
decades will be a huge demographic transition," 
says Junaid Ahmad, the World Bank's sector 
manager-urban for South Asia. 
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Itisatransition that India is not prepared for. 
' The process of urbanisation, as it happens now, 
is chaotic — a massive, unregulated movement 
of humanity from rural areas to cities that 
chokes these cities, triggers astronomical real 
estate prices, and creates major infrastructure 
and transport nightmares. *It will place the 
challenge of governing urban centres as India's 
primary policy challenge,” says Ahmad. 

At the same time, building new cities and 
ramping up urban infrastructure provides big 
business opportunities. Several corporates have 
already made urban renewal part of their busi- 
ness plans. Anil Ambani's ADAG, in partnership 
with the Maharashtra government, is building 
Mumbais first Metro Rail — an 11.5 km east — 
west corridor, at a cost of Rs 2,500 crore. Sahara 
Infrastructure is well into developing its 
20,000-acre leisure city near Pune called Amby 
Valley at a humungous cost of Rs 30,000 crore. 
The Ajit Gulabchand-promoted Hindustan 
Construction Company (HCC) is setting up a 


SATHEESH NAIR 


ap 


Gurgaon 
Policy, 2007 


15,000-acre hill station resort called Lavasa, 
200 km from Mumbai. HCC has also roped in 
Starwood Hotels & Resorts for managing the re- 
sort's two hotel properties. In the long-term, the 
investments required to set up quality public in- 
frastructure such as water and roads, as well as 
homes for all segments of society, is mind-bog- 
gling (see ‘Building Cities is Big Business’ ). 
The returns are likely to be as good. Urban 
centres generate close to 50 per cent of the 
country's GDP. Between 1991 and 2001, 79 per 
cent of all new jobs — around 19.3 million — 
were generated in urban areas; rural India of- 
fered only 5 million jobs in the same period. 
More importantly, urban renewal could be 
India’s next big growth accelerator. Keynesian 
economics suggests that in times of downturn, 
governments must increase infrastructure in- 
vestments to provide business to entrepreneurs 
and revenue for the government, give jobs to the 
jobless, and help lift the financial gloom gradu- 
ally enveloping the nation. 


Urbanisation: A Virtue, Not An Evil 

Cities are proven engines of growth. “Ever since 
(American libertarian thinker) Leonard Read’s 
pencil theory, which showed that it takes 1,600 
enterprises to make a simple lead pencil, we 
have understood that cities are economically 
good,” says Peruvian economist Hernando de 
Soto. “Modern business needs better division of 
labour and it’s much easier to do that in cities, 
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BUILDING CITIES IS BIG BUSINESS 


Investment required/ Time span 

Size 
Housing shortage by 2010 (26.5 mn units) Rs 3,61,318cr — — — 
Requirement for transport systems Rs 1,84,000 cr 10 years 
Urban water supply and sanitation Rs 1,38,000 cr — 10 years 
Realty market to grow at 40% CAGR Rs 2,76,000 cr By 2010 
Two new townships in Mumbai and — Rs 1,38,000 cr By 2015 


Sources: Investment Commission of India and Union government's National Urban Housing & Habitat 


EXECUTIVE SUMMARY 


@ Half of India's popula- 
tion will live in cities by 
2041, comprising one of 
the largest human 
migrations in history 





@ Poor city management 
is a major economic 
bottleneck and chang- 
ing this can be a big 
economic opportunity 





SHANGHAI LAG: 
Despite proclamations 
promising Indian cities 
will soon resemble 
Chinese ones, the gap 
between them grows 





where everything is close by.” 

Besides diversity of labour, cities herald the 
end of feudalism, provide better incomes, 
higher standards of living, and offer better edu- 
cation and career opportunities. On World 
Habitat Day (6 October) this year, UN Secre- 
tary-General Ban Ki-moon said, “Cities have 
tremendous potential to be places where bal- 
anced development prevails, where diverse peo- 
ple live in harmony, and where healthy living 
conditions coexist with low levels of energy con- 
sumption, resource use and waste.” 

In fact, the World Bank is of the view that 
well-managed urbanisation actually boosts ru- 
ral economies. As people migrate to cities and 
fewer people depend on land for a living, it di- 
versifies income sources of the rural poor, and 
eventually encourages more risk-taking and 
adoption of new technologies by farmers 
spurring agricultural growth. “The process of 
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BDP * PPP 


`. Pea i 
] 4 Hinr 
SUNON 


MUMBAI 126 
3.3% 
DELHI 93 
2.5% 
NEW YORK 1,133 
9.1% 
JOHANNESBURG 79 
13.9% 


GDP* PPP*/Capita Service sector Population 


below 20 yrs 


l] 


8,924 


employment 


81% 36% 
200% 289% 80% 
6,180 6796 43% 
179% 239% 95% 
60,529 93% 21% 
144% 118% 94% 
24,271 19% 31% 
EISE, m 16096 12% 


Figures in red are comparison with national values 


Sources: Multiple datasets including PriceWaterhouseCoopers (2007, Census of India (2001) and city 
specific sources/ *Gross domestic product "Purchasing power parity 





Cover Story urbanisation 


urbanisation integrates the hinterland with the 
cities," says Sanjay Ubale, former secretary of 
special projects with the Maharashtra govern- 
ment, and currently CEO of Tata Housing. 

That kind of integration requires connecting 
infrastructure, both within cities and without 
— roads, railways, seaports, airports, electricity 
transmission lines — a $475-billion opportu- 
nity between now and 2012, according to Asian 
Development Bank (ADB). 


Modern India's Biggest Bughear 

"A serious lack of infrastructure is seen as In- 
dia's Achilles' heel," says Cheolsu Kim, ADB's 
principal financial sector specialist. *It is esti- 
mated to cost the country 3-4 per cent in terms 
of GDP every year.” In recent years, the govern- 
ment's stance on infrastructure has changed, 
with the realisation that public financing 
alone would not be able to cough up the re- | 
quired $475 billion. 

Instead, policy makers are now pushing pub- 
lic-private partnerships (PPP), which encour- 
age companies to participate in infrastructure 
projects as lead promoters along with govern- 
ment bodies. For example, the redevelopment 
of Delhi and Mumbai airports by GMR and 
GVK groups, respectively, with the govern- 
ment-owned Airport Authority of India (AAI) 
holding a 26 per cent stake, is a prominent PPP 
endeavour. While ensuring adequate returns to 
the private players, this envisages a 44 per cent 
share of revenue for Delhi and 39 per cent for 
Mumbai returning to the government. 

There is also the ‘build-own-operate-trans- 
fer (BOOT) model, where the need to ensure fi- 
nancial viability ensures greater efficiency. For 
instance, the Bangalore-Mysore Infrastructure 
Corridor (BMIC), a six-lane 111-km expressway 
between Bangalore and Mysore, is being devel- 
oped by Nandi Infrastructure Corridor Enter- 
prises (NICE). And the consortium of Pune's 
Kalyani Group, US-based Vanasse Hangen 
Brustlin (VHB) and SAB International has 
been given a 40-year concession for maintain- 
ing and collecting toll to recover its Rs 2,500 
crore of investments. 

The Investment Commission of India esti- 
mates that the country's transportation systems 
will see $40 billion being pumped in over the 
next 10 years. And significantly, margins in In- 
dia at 20 per cent or more give higher returns 
than developed markets' 5-6 per cent. 

Apart from connectivity, there is also basic 
infrastructure such as water supply and sanita- 
tion, which the Investment Commission fore- 
sees will attract $30 billion in investments. Be- 
sides, under the Jawaharlal Nehru National 
Urban Renewal Mission (JNNURM ), the Cen- 
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OPEN SCIENCE HELPS BUILDINGS BREATHE. 


Open Science uses the power of collaboration to do extraordinary things. In most countries, 
buildings are responsible for at least 4096 of energy use. Combining the right materials 
"when designing a building envelope can greatly reduce a building's energy requirements 
and even increase its life span. As part of its commitment to Open Science, DuPont 
and The Energy and Resources Institute (TERI) are working together to promote green 
building design and certification. We believe it's collaborations like this that can help 
solve the biggest challenges of our time. In other words, science that's open, opens 


up possibilities for people everywhere. Learn more at dupont.com/openscience 


Career opportunities - e-mail: dupant.recruitment@ind.dupont.com / Business opportunities - email: info.india@ind dupont.com and TeL«91-124-4091818 ° r + 
©2008 DuPont. All rights reserved. The DuPont Oval Logo, DuPont", The miracles of science" and all brandnames are registered trademarks or trademarks of E. |. du Pont de Nemours and Company or its affiliates. The miracles of science 
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MUMBAI 
DELHI 


SHANGHAI 

NEW YORK 
MEXICO CITY 
JOHANNESBURG 


se itan Administrative Inner city Peak 
on city (10 km radius) density 
4,080 27,348 34,269 101,066 
1,227 9,340 19,636 96,460 
2,619 2,619 24,673 96,200 
783 9,551 15,361 53,000 
3,796 5,877 12,541 48,300 
521 1,962 2,210 38,500 


Sources: Multiple datasets including PriceWaterhouseCoopers (2007, Census of India (2001) and city 
specific sources/ *Figures are average density population (per sq km) 


LAND USE IN 
MUMBAI 


Others 5.7 
Water body 





ee 


Costal 
wetland 
21.1 





Industrial 
and airport/ 
harbour 
1.5 


Beach 


Aggriculture and 
plantation 7.3 


All figures in per cent 

Sources: Multiple data sets includ- 
ing PriceWaterhouseCoopers 
2007, Census of India (2001) and 
City specific sources 





STREETS OF GOLD 
Economists such as 
Hernando de Soto 
(above) have shown how 
cities are 

indispensable to growth 


tral government envisages spending Rs 80,000 
crore over seven years to support 63 cities; to fix 
water, sanitation and sewer systems; and to ad- 
dress the housing shortage and basic services. 
Under JNNURM, Mumbai was given Rs 1,600 
crore for renewing its storm water drains, after 
the July 2005 rain floods. Similarly, Ahmed- 
abad has been granted Rs 1,100 crore to up- 
grade its sewers and bus transport system. 

More such projects need to happen, and at 
greater speed, if India is to overcome its infra- 
structure bottlenecks anytime soon. 


Homes For All 

Housing is another area that requires large in- 
vestments. The Central government's National 
Urban Housing & Habitat Policy 2007 esti- 
mates that by the end of this decade, India 
would be 26.5 million houses short; and the in- 
vestment required for renewal and fresh con- 
struction, a whopping Rs 3,61,318 crore. 

While housing has been the monopoly of pri- 
vate developers with government bodies occa- 
sionally stepping in to fill the gaps, the sheer 
scale of the shortfall demands that government 
bodies lead-manage construction of homes. 

In recent times, government bodies have 
demonstrated that they recognise that impera- 
tive. Delhi Chief Minister Sheila Dikshit recen- 
tly announced a Delhi government initiative to 
construct 200,000 homes for the poor on the 
banks ofthe Yamuna that will be sold at Rs 1 
lakh a unit. Mumbai's Metropolitan Commis- 
sioner Ratnakar Gaikwad, who spent much of 
his youth in a 160-sq. ft chawl tenement in 
Mumbai, has proposed the construction of 
50,000 rental homes for Rs 1,800 to Rs 2,200 
per month on land confiscated under the now 
repealed Urban Land Ceiling Act in the first 
phase. Gaikwad hopes it can be ramped up to 
500,000 no-frills homes in the long term. 

Then, the Maharashtra government has set 
in motion legislation to impose a mandatory 
quota for the construction of one-room, small 
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apartments in all housing projects. Recently, 
private developers — who earlier said it was 
economically unviable to build 600 sq. ft homes 
for the poor — have also come around after real 
estate has seen a drying out of middle-class de- 
mand. Builders such as Delhi-based Omaxe and 
Parsvnath, and Bangalore’s Puravankara Group 
have come forward with low-cost housing 
schemes. “We have launched a dedicated sub- 
sidiary — Provident Housing — for the mass 
sector that will build affordable homes in the Rs 
10-20 lakh segment,” says Ashish Puravankara, 
a director with Puravankara Housing. 

The government's opening up of infrastruc- 
ture and real estate to 100 per cent foreign di- 
rect investment (FDI) in March 2005 has also 
helped. Investments by GE Commercial Fi- 
nance, Tishman Speyer, Ascendas and Farallon 
Capital have ensured that the share of FDI in 
real estate increased from 10 per cent in 2004- 


/ 


. - 
05 to over 25 per cent in 2006-07, and to nearly 


40 per cent in 2007-08. Of course, with the fi- 
nancial crisis hitting Wall Street and the rest of 
the world, much of these committed invest- 
ments could dry up. 


Building New Cities 
Considering the crowding and TERET 
growth of existing cities, planners have rightly 
encouraged the development of satellite cities 
and new cities. “A satellite city is a national level 
planning tool to deal with urban decongestion,” 
said Raja Mani, joint secretary in the Union 
Ministry of Urban Development & Poverty Al- 
leviation, at a workshop in Chennai. The seven 
nodes of Navi Mumbai have helped relocate a 
part of the migrating hordes into well-planned 
neighbourhoods. The Hyderabad Urban Devel- 
opment Authority (HUDA) has proposed 22 
satellite townships along the city’s 162-km 
Outer Ring Road. Work on two satellite town- 
ships at Tellapur and Srinagar has commenced. 
However, much of the movement into, and 
development of, satellite cities has to do with 
the spiralling prices of real estate — up 150-200 
per cent since 2005 — in bigger cities. Ironi- 
cally, high prices have caught up with satellite 
cities such as Gurgaon, Noida and Whitefield 
(near Bangalore) as well — a two-bedroom 
apartment could cost upward of Rs 50 lakh. 
Last year saw a rush of announcements for 
‘private’ city development. Al Nakheel LLC, a 


Dubai government-owned realtor, said it, 


would, along with DLF, build two 'Manhattans' 
at an investment of $30 billion near Mumbai 
and Gurgaon, spread over 20,000 acres each. 
Australias Macquarie Bank announced that it 
would invest $25 billion along with three other 
partners to create an integrated township on 
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ur new Business Class is now available from Mumbai. 
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Most cities are known by the icons of history that dot their 
| landscape. For Delhi, the Qutab Minar and the Red Fort 
give it character, as does the Charminar to Hyderabad. In ` 
the process of urban renewal, these need to be protected. ` 
Mumbai pioneered heritage regulations in 1995 to protect — 
700 old buildings spread over 30 heritage precincts. But 
many ancient monuments around Badarpur, near Delhi, - 
have been pulled down by developers frantically construct- - 
ing ugly residential buildings on Delhi's outskirts. Heritage - 


regulations for Delhi were notified only on 9 February 2004, and till 


today, only six monuments around Badarpur have been notified for 
protection. Corporates, too, have pitched in. The ‘heritage mile’ in 
Mumbai from the old Victoria Terminus to Flora Fountain on Dadab- 
hai Naoroji Road has Standard Chartered Bank, HSBC and American 
Express headquartered in tastefully refurbished heritage buildings. 
But it has been hard work for the heritage-preservers. It took a 
shrill campaign by environmentalists in 2004 to block a Central 
Public Works Department plan to convert Delhi's famous 1,000- 
acre Lutyens' Bungalow District — the Capital's central administra- 
tive area with farmhouse-style bungalows with large gardens and 


M — into a high-rise zone. 


SOULESS STREETS 

A builder-politician 
nexus and unimagina- 
tive planners are ensur- 
ing that heritage build- 
ings such as the 'Tata 
Palace' in Mumbai, now 
the headquarters of 
Deutsche Bank, are fast 
disappearing 


65,000 acres in Andhra Pradesh, 170 km off 
Bangalore. Tishman Speyer — which owns New 
York's renowned Rockefeller Centre — along 
with ICICI Bank and Nagarjuna Construction 
announced a $2-billion residential and com- 
mercial township for 30,000 people, spread 
over 400 acres near Hyderabad. 

The fact that satellite cities have similar prob- 
lems as bigger cities — bad roads, poor public 
transport, water scarcity, power shortage — 
presents an opportunity again for further in- 
vestments in these areas and, therefore, re- 
turns. The Pimpri-Chinchwad Municipal Cor- 
poration, which administers the satellite 
industrial belt of Pune, rivals Pune Municipal 
Corporation’s tax collections and investments 
that are being pumped into the rapidly bur- 
geoning urban spread. 


Managing Cities 

Managing this gargantuan task of rebuilding 
Indias cities is going to be, perhaps, the biggest 
challenge. At the core of the problem is the re- 
fusal by state governments to relinquish power 
to local bodies. The 74th Constitutional 
Amendment, enacted in 1992, was aimed at 
delegating powers for urban administration to 
local bodies. That has remained only on paper, 
though. "Town planning is an area for munici- 
pal and local authority; says V.K. Pathak, a for- 
mer chief planner of the Mumbai Metropolitan 
Region Development Authority (MMRDA). 
"Yet when plans are modified for Mumbai, it is 
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the state government that has the final say” 

“Do chief ministers need to head water utili- 
ties?” queries World Bank's Ahmad. “It may 
blur accountability as the policy maker and 
provider become one.” Pointing out that not a 
single city in India provides water 24x7, Ahmad 
says water scarcity is really the lack of accounta- 
bility in the service delivery system. 

Then, even as the urban sprawl spreads, town 
planning remains rooted to pre-defined munic- 
ipal and state boundaries. Mumbai city limits, 
covered by the Municipal Corporation, is just 
438 sq. km, but urbanisation has enveloped 10 
times that area — the Mumbai Metropolitan 
Region covers 4,355 sq. km. Kolkata's munici- 
pal limits comprise just 187 sq. km, but the met- 
ropolitan region is spread over 1,845 sq. km. 
Delhi is large enough: 1,483 sq. km. But the ur- 
ban footprint of the National Capital Region 
covers a massive 30,242 sq. km, with numerous 
local bodies such as Delhi Development Au- 
thority (DDA), Haryana Urban Development 
Authority (HUDA) and Municipal Corporation 
of Delhi (MCD) jockeying for control. 

Shanghai, on the other hand, has a workable 
alternative. The Shanghai Municipality covers 
an area of 6,341 sq km, making it eight times 
larger than New York City. The municipal limits 
include green and agricultural lands and the 
citys municipal government exercises the func- 
tions of both a city and a province and there is 
no separate government unit looking after the 
central urbanised areas. 

With the country staring down the recession 
barrel, urban renewal could lift India's growth 
graph to another trajectory. Left unattended, 
India's cities could spin out of control into a 
quagmire — of population without homes and 
jobs and struggling with transport bottlenecks. 

Said UN's Ban Ki-moon, *Done well, it (ur- 


SUBHABRATA DAS 


banisation) can bring people choices and help +< 


them thrive. Done poorly, it reduces safety, de- 
spoils the environment and exacerbates the 
marginalisation of those who are already suffer- 
ing and excluded” The choice is ours. 





gurbir.singh@abp.in 
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should 
short 
selling be 
temporarily 
banned by 
Sebi? 





Regulator’s 
Dilemma 


by Rajesh Gajra 


AS EQUITY MARKETS WORLDWIDE CONTINUE TO 
fluctuate wildly, there is increasing debate on 
the role of the market players and regulators, 
their moves — or the lack of them. Questions are 
being raised about the excesses — speculative 
long buying and short selling, and multiple times 
leveraging through a mix of exchange-traded de- 
rivatives and offshore OTC (over-the-counter) 
derivatives transactions. This has prompted a 
view that the markets are in the grip of a bear 
cartel and that the regulator must act. 

In extreme cases, regulators such as the US's 
Securities and Exchange Commission (SEC) 
temporarily banned (19 September-7 October) 


A s 


SUBHABRATA DAS 


all short sales in 799 financial sector stocks 
when many US financial structures collapsed 
and others touched the brink. "Under normal 
market conditions, short selling contributes to 
price efficiency and adds liquidity to the mar- 
kets,” the SEC said justifying the ban. "At pres- 
ent, it appears that unbridled short selling is 
contributing to the recent, sudden price de- 
clines in the securities of financial institutions 
unrelated to true price valuation,” it said. The 
Financial Services Authority of the UK and the 
regulators of countries such as Australia fol- 
lowed suit. 


At home, the Securities and Exchange Board of 
India (Sebi) has so far resisted banning short 
selling. Chairman C.B. Bhave said, ^Dur markets 
have already, and since long, a structure in place 
that closes out undelivered sales obligation and 
penalises the seller.” Sebi, though, did institute a 
new disclosure of foreign institutional investors 
(FIIs) lending stocks overseas. FIIs were lending 
Indian stocks through P-notes to entities with 
whom they entered into structured derivative 
contract having the effect of a short sale in the 
Indian market. The data that started flowing in 
beginning 10 October revealed about 50 stocks 
being shorted by FIIs overseas but the quantum 
of short selling was not very high. However on 
20 October, Sebi asked FIIs to stop fresh lend- 
ing of shares altogether. 

There is, however, a strong opposition in the 
market to further restrictions on any one leg of 
the trade process that involves long buying, 
short selling or just plain for-delivery buying 
and selling. Ajay Shah, senior fellow at National 
Institute of Public Finance and Policy, believes 
that short selling bans do not work and that ban- 
ning selling in capitalism is akin to banning op- 
position parties in democracy. "Regulators could 
look into the type of money being used to affect 
trades in the market, but since a market is for 
both — buying and selling — it may not be wise to 
say that long-only funds are welcome in the mar- 
ket,” says B. Gopkumar, senior vice-president of 
financial planning group at Kotak Securities. 

Meanwhile, companies such as Unitech and 
ICICI Bank, whose share prices have crashed 
say the fall was orchestrated. ICICI Bank's CEO 
K.V. Kamath said “market manipulators" tried 
to destabilise the bank. ICICI complained to 
police authorities accusing a Coimbatore-based 
sub-broker of spreading false rumours about 
the bank's financial health. It has also accused 
an unnamed cartel of brokers of hammering its 
stock price down. Sanjay Chandra of Unitech 
announced he would seek a Sebi probe after 
shares of the company crashed to an all-time 
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Ü low of Rs 31 from a three-month high of Rs 170. 


The operators who are rumoured to be ham- 
mering the stocks — without any substantive 
backing of stocks details or trading volumes — 
include investment guru duo Radhakishan 
Damani of Bright Star Investments and Rakesh 
Jhunjhunwala as well as the outspoken 
Shankar Sharma, managing director of First 
Global Stockbroking. Sources tell BW that 
Damani is an old-school investment whiz who 
believes in going the whole hog in buying a 
stock if he finds it under-priced and vice-versa if 
he finds it overpriced, even if it means going 
long or short. They add that he may be doing 
the latter now, and that there is nothing illegiti- 
mate about the transactions. 

Jhunjhunwala on the other hand is known to 
be a vocal bull. He told BW, “I have no com- 
ments; I don’t discuss my trades.” Sharma, who 


~ has often said that Indian markets are in for a 


correction because of the global financial crisis, 
denies any role in a bear cartel saying, “Markets 
all over the world have crashed, and so has In- 
dia. We will not even dignify this absurd notion 
of ‘bear cartel’ with a response. Stock exchange 
data is the only way to figure this out, and that is 
the only measure of any trading activity.” 


Casting Doubts 

Real or imaginary, bear cartels have been the 
favourite whipping boys of governments and 
regulators. Damani was probed for bear ham- 
mering by Sebi at the start of the previous bear 
run in mid-2001 after the Ketan Parekh-accen- 
tuated bull run had ended. Damani denied it 
and Sebi could not prove charges. Sharma, on 
the other hand, has endured a massive witch- 
hunt during the NDA government regime. The 
then Bharatiya Janata Party-led Central gov- 
ernment alleged that he was one of the venture 


SANJIT KUNDU 





capital investors in tehelka.com, the internet- 
based news portal that had launched sting op- 
erations unearthing large-scale corruption in 
defence deals. The irony is that both bulls and 
bears use leveraging as a way to multiply re- 
turns on their calls of rise or fall in stock prices. 
The equity derivatives market in India is also a 
widely used option to obtain easy leverage. 
Bulls buy stock futures or buy stock call options 
and bears sell stock futures or buy stock put op- 
tions. All of these are legitimate transactions. If 
there needs to be a debate, it could centre on just 
how much leveraging is healthy for the equity 
markets. 

The bull run excesses seen in stocks of real es- 
tate, infrastructure and energy have not been 


checked by regulators in India or any other mar- 


ket. “Take, for instance, the valuations being ac- 
corded to real estate and infrastructure stocks,” 
says Anand Tandon, director of equities at Brics 
Securities. “Outrageous and opaque land bank 
valuations by real estate companies flew against 
the spirit of the listing norms disclosures.” The 
unwinding of past leveraged long buying is also 
a factor in the current slide across markets. 

But for now Sebi can certainly enhance dis- 
closure levels. To begin with, it could mandate 
disclosure of stock-wise and derivatives con- 
tract-wise holding by FIIs, their sub-accounts 
and their P-note issuers. Currently, only aggre- 
gate data is made available. The NYSE-Eu- 
ronext even gives out details of top 10 brokers 
by volume every day. For instance, on 29 Octo- 
ber, Merrill Lynch contributed to 5.2 per cent of 
entire market volume and with nine others 
named by NYSE made up for 34.2 per cent. Sebi 
could take a leaf out of the NYSE book and 
make similar disclosures mandatory in India. 


rajesh.gajra@abp.in 
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VESTED INTEREST: 
Unitech’s Sanjay 
Chandra (left) and ICICI 
Bank’s managing direc- 
tor and CEO K.V. 
Kamath. Both Unitech 
and ICICI claim that the 
dramatic fall in their 
share prices was 
orchestrated 





thes 





Conflicting 


Statements 
issued by 
RBI do not 
match the 
measures It 
has taken 


CALCULATED MOVES: 
Through his policies 
RBI Governor 

D. Subbarao is trying to 
strike the right balance 
between tackling infla- 
tion and fuelling growth 





Signals 


by Raghu Mohan 


UNCONVENTIONAL TIMES NEED UNCONVENTIONAL 
measures. That’s the message Reserve Bank of 
India (RBI) Governor D. Subbarao sent to the 
economy in his maiden monetary and credit 
policy review. Unconventional or not, the recent 
measures taken by the RBI tell one story while 
statements from the RBI governor tell another. 
Before he announced the mid-term credit pol- 
icy, Subbarao allowed banks to avail additional 
liquidity of up to 1 per cent of their deposits, 
which effectively amounts to a cut in statutory 
liquidity ratio (SLR). This, a short-term meas- 
ure, seems quite disconnected with the long- 
term objective of the RBI going by what Sub- 
barao said, “The... whittling down of excess SLR 
investments warrants serious policy surveil- 
lance in the context of overall financial stability 
and the efficiency of financial intermediation.” 
RBI's autumn measures to tide over the liq- 
uidity crunch — cut in SLR, CRR and repo rate 
— injected Rs 1.6 lakh crore into the system. 
But it is being surmised that a substantial pro- 


T credit policy 
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portion of that amount has been used by public 
sector banks to buy bonds issued by oil market- 
ing firms. So, were the liquidity enhancement 
measures taken for the benefit of oil companies 
or banks? Seems like the former as banks' credit 
growth has been robust at 29 per cent (year-on- 
year) as against RBI’s target of 20 per cent. 

Amidst talk of a liquidity squeeze, the central 
bank has actually voiced concern over the 
growth in money supply, which continues to 
grow 19 per cent against its target of 17 per cent. 
This, despite significant outflows by foreign in- 
stitutional investors. RBI says, “The policy en- 
deavour would be to modulate the monetary 
overhang generated by the sustained expansion 
of money supply since 2005-06. This is neces- 
sary in order to ensure that inflationary pres- 
sures are not fuelled.” 

Conflicting signals are, perhaps, the result of 


the tightrope walking that Subbarao is expected 


to do in a stagflationary situation where growth 
is decelerating in times of double-digit infla- 
tion. What should then be the priority? Fuelling 
growth or controlling inflation? According to 
Chanda Kochhar, joint managing director at 
ICICI Bank, growth is not a very big concern 
since even at 7.5-8 per cent, India remains one 
ofthe fastest growing economies in the world. 

According to Indranil Pan, economist at Ko- 
tak Mahindra Bank, the RBI should be more 
concerned about inflation. He says, *The RBI 
has maintained its inflation target of 7 per cent 
by end-March despite a significant correction 
in global commodity and energy prices." 

But others such as Tushar Poddar, vice- 
president, Asia Economics Research at Gold- 
man Sachs, feel that growth concerns will deci- 
sively outweigh inflation concerns. He says, 
"The large fall in commodity prices, slowdown 
in demand, and the extraordinary fall in asset 
prices suggest that inflation will fall below 6.5 
per cent end-March 2009,” he says. 

On the forex front, too, the RBI is under pres- 
sure to strike a healthy balance between main- 
taining liquidity (read growth) and controlling 
import-led inflation. If the RBI sells dollars, it 
sucks rupees out, straining domestic liquidity. If 
it sits tight, importers cry foul. Meanwhile, the 
rupee has already touched the 50-to-a-dollar 
mark. Says Rohini Malkani, economist at Citi- 
group (India), *The rupee is expected to remain 
at current levels until deleveraging subsides 


and risk levels normalise.” While RBI solves the < 


growth-versus-inflation or the short-term 
against the long-term jigsaw puzzle, there isn't 
much solace for investors, consumers, deposi- 
tors who are waiting for the worst to get over. 





raghu.mohan@abp.in 
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MEOW chins 


As 

the western consumer 
pockets run dry, the 
Chinese export market 
looks grim 





US slow- 
down is 
beginning 
to hit 
Chinese 
firms hard 





The Losing 


Game 


by Ida Wu in Beijing 


WITH SANTA CLAUS DOLING OUT BAILOUT PACKAGES 
to fallen US financial giants, this Christmas he 
may not have much for China, the US's biggest 
trading partner. The slowing down ofthe Amer- 
ican economy has sledge-hammered Chinese 
manufacturing and exporting, especially in 
clothing and toys. "The winter has come,” says 
Joey Zhou, marketing manager at Wenzhou 
Hashun Garments, an export unit based in the 
Zhejiang province of southeast China. Zhou re- 
cently lost a large American order, after a 
months negotiations, to recession. 

Tens of thousands of clothing companies 
such as Zhou’s, located in the Yangtze Delta 
Economic Zone, are facing a similiar crisis. De- 
spite a decades relationship building with US 
businesses, Wengzhou Hashun is now rethink- 
ing strategies to shift its focus from the US to 


Europe and Australia. “We barely gained much 
profit from America this year, says Zhou. 

While the $700-billion (Rs 34.3 lakh crore) 
US bailout plan has inspired a trillion-euro 
(Rs 62 lakh crore) helping hand for Europe, the 
Chinese government has remained conspicu- 
ously silent through the ongoing global finance 
crisis. "Most companies are cutting off the in- 
dustries with poor business in order to confront 
the current exporting challenge; says Ning Xi- 
angdong, professor of economics at Tstinghua 
University. For instance, the Shanghai Electric 
Groups more than 100 enterprises and 
200,000 employees have now been cut down to 
82 companies and 115,000 workers; 282 low- 
profit enterprises have also been stripped away. 

Conversely, Hong Qingting, one ofthe largest 
shoe manufacturing and exporting companies, 
diversified into education and banking in 2004, 
but is now refocusing only on shoe production. 
Many large Chinese enterprises, such as the 
Shanghai Automobile Industry Cooperation 
Group and Jinjiang International, are also 
tightening their belts. 


Wear And Tear 

Post-1979, when Deng Xiaoping called for 
China to be opened up, even small, family-held 
enterprises acquired machinery and shipped 
products for American dollars. In recent years, 
companies such as Zhous, with around 100 em- 
ployees, could earn in excess $50 million in an- 
nual revenues, crafting the legend of multi-bil- 
lion dollar garment trade with the US. With the 
fall in demand from foreign markets, princi- 
pally the US, that story has hit a disastrous 
pause. The national customs' survey shows that 
garment exporting revenue has dropped by al- 


most 10 per cent, and garment exports growth 4 


rate has fallen by over 20 per cent. Some ex- 
porters say that 30,000 Chinese workers lose 
their jobs for every 1 per cent decrease in gar- 
ment exporting revenue. 

This spring, China's garment export to the US 
reflected negative growth for the first time. “We 
no longer take American orders,” says Liu of 
Shenzhen Hongsheng. *(They are) too small to 
bother with." The firm, with a staff of five and 
annual revenues in excess of a million dollars, 
now focuses on the Western European market. 

Unlike the US, Europe has already eased re- 
strictions on Chinese garment exports, of which 


it is now the top importer, leaving the US to oc- . 


cupy the second place, followed by Japan. Be- 
tween January and June 2008, Chinese cloth- 
ing exports stood at $49.37 billion to the US, 
$46.34 billion to Japan, and $122.53 billion to 
the European Union nations. 

But the US alone has not caused the ongoing 
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"call it the Global Toy City. About 4,000 
'tories dot Dongguan and drive its econ- 
this year, the Dongguan City Toy Asso- 
3 forecast that half of its toy enterprises 
I disappear within the next two years. 

This week, one of the largest toy enterprises, 
ie Hejun Group, shut two factories and laid off 
00 workers after its deficit crossed $70 mil- 
the first half of the year. Now, the local 
ment has to pay its workers $3.5 million 
rs. Hejun’s bankruptcy was caused by 
investments, a recourse from sharply de- 
rofits in traditional toy manufacture. 

anufacturers reel under the same prob- 
garment exporters. The question the 
asking i is not if there will be another 
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While the US remains China's biggest trading partner Chi nese 
companies are shifting focus to European countries 
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"Mieten helped create the crisis at least’ in | 
part. Private entrepreneurs of the Yangtze Delta |. 
Economie Zone ‘garment ki ngdom, for in-. 
stance, made other ambitious investments. The 
Wenzhou Housing Investment G roupi often I 
cited as an example of this avarice. Hundreds of 
tycoons from Wenzhou city flung their fortunes 
into real estate — it is said that members of the 
group took bags of cash and bought scores of 
apartments and villas, pushing up realty prices 
in big cities such as Shanghai, Fuzhou and Bei- 
jing. But last year, the Wenzhou tycoons’ manu- 
facturing profits plummeted, leaving them with ` 
little to spare for real estate. Indeed, the Ameri- 
can erisis has only exacerbated matters. 

Meanwhile, the once reliable American 
clients have begun postponing payments. 
Dongguan toy exporters say that monies due in 
30 days are now delayed by as much as six 
months. It is difficult to arrive at approximate 
values for the number of businesses that have 
made losses, their extent and that of their work- 
foree — official sources do not provide any. | 

In Shenzhen city, at heart of the Zhuhai Delta 





Economic Zone, Qiu, an emplovee of Zhachua 


Exporting, says her company’s revenues fell by a 


third this year. Her work includes helping man- 


ufacturers, mostly toy factories, report their 
products to customs. “I clearly see there have 
been fewer orders from the US,’ she says, ex- 


planing that the weeks before Christmas are 


usually the most demanding. “I am not sure if I 
will need to work that hard this year. I miss 
those busy days.” 
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Global Commentary 





Right Went 
Wrong 


by paul samuelson 


PURE CAPITALISM PREVAILED IN 1915-1929, MY 
own childhood days. Who killed it? Republi- 
can President Herbert Hoover and his bil- 
lionaire secretary of the treasury, Andrew 
Mellon, were guilty before and after the fact. 
Who brought it back to life? Franklin Roo- 
sevelt’s middle-way New Deal did that. But it 
did take seven years after Roosevelt's March 
1933 Inauguration Day to do it. 

Cut to the present financial bust-up, un- 
regulated markets eventually will do them- 
selves in. Is this the end of the market sys- 
tem? I hope not. A 1,000 years of economic 
history testify how indispensable market 
systems are. Marx, Lenin and Stalin were vil- 
lage idiots as economists; Mao was worse. 

What then is it that, since 2007, has 
caused Wall Street capitalism's own suicide? 
At the bottom of this worst financial mess in 
a century is this: Milton Friedman-Friedrich 
. Hayek libertarian laissez-faire capitalism, 
permitted to run wild without regulation. 
This is the root of today's travails. Both are 
dead, but their poisoned legacies live on. 

These are strong words I will have to jus- 
tify. But my long and varied experience in 
economic history has made me an incurable 
centrist. I was a star undergraduate at the 
1932-35 conservative University of Chicago. But beyond the 
campus, I saw unemployment rates of almost 50 per cent 
(pre-Hitler Germany presented much the same story). None 
ofthat squared with what was written in my prescribed text- 
books. How did the benevolent Roosevelt and the perfidious 
Hitler each restore near-full employment six years after 
1933? What finally did the trick was massive deficit budget- 
ary spending that raised public debts. You won't find this 
story, as I have just told it, in most post-1970 Ivy League 
Ph.D. theses. My sentences connect up with the puzzling fu- 
ture of rescue efforts that are taking place on five continents. 

First clear the decks as to whom to blame for making 
circa-1995 stability and growth turn into circa-2008 chaos. 
m Never forget George Bush’s idiocies in geopolitics. Future 
history will document that story. 

m Since Ronald Reagans 1980 election, the US has increas- 
ingly become a nation of dis-savers. At an uncertain future 





There is no 
doubt the 
2008 global 
financial 
crisis carries 
on its label 
the words 
‘Made in 
America' 


' date, when there is a disorderly lethal run 
against the dollar as a currency, the surviving 
US hedge fund traders will be leading short 
sellers of the dollar. Those Reagan legacies 
will have played a crucial role. 

m Designed promotion of inequality did not 
accelerate US's factor productivity. Instead, 
the obscene spike up in CEO pay made cor- 
porate governance dysfunctional. 

m Put those accountants on the witness 
stand. They get paid by those they are sup- 
posed to police. Leave room in court for the 
big three rating agencies — Fitch, Moody and 
S&P-McGraw Hill. They are supposed to give 
AAA approvals only for safe stuff. But if one 
ofthe three got objectively truthful, the other 
two would get all the business. That reeked of 
conflict of interest. Congress, take note. 

m I and colleagues at MIT, Chicago, Wharton, 
Penn, etc., may get rough handling when we 
face St Peter at the portals to heaven. 

What's the beef? Derivatives and swaps 
can provide rational risk-sharing and, 
thereby, reduce total risk. Yes. But they also 
can completely obliterate all transparency. 
For decades, I have served on non-profit 
boards with many CEOs. None of them ever 
understood anything about the Black- 
Scholes-Merton formulas for valuing assets. 
All they knew was that new, risk-free profit 
centres had invaded their offices. It beat the 
alchemy that changed manure into gold. 

Apparently, no one learnt the lesson from 
the 1998 near-collapse of Long-Term Capital 


ing is what enables you to go from zero lever- 
aging up to, say, 50-to-1 leveraging. And 
when the resulting built-in risk explodes, 
once again all that happens is that your CEO and CFO laugh 
all the way to the bank. 

Bear Stearns turned its billionaires into mere millionaires 
overnight. Since this was one of the brokerage firms that 
handled plenty of LTCM’s transactions, shouldn't they have 
learnt something about lethal hyper-leveraging? Bottom 
line: most losses will be permanent — as they were in 1929- 
1932. However, with enough creation of new money by the 
Fed and the Treasury, recovery and stability will be possible. 

Following the middle way of Roosevelt-Truman- 


Kennedy-Clinton could have avoided today's chaos and , 


bankruptcies. Scholars still debate whether Columbus 
brought syphilis to the New World or vice versa. But it can- 
not be doubted that the 2008 world meltdown carries on its 
label the words ‘Made in America. 


(C) 2007 Tribune Media services 
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IRCTC’s 
‘magic’ 
number 
makes life 
easier for 
travellers 


GOING FULL-STEAM: 
Taking the train is as 
easy as catching a 
flight now 


by M. Rajendran 


IF YOU ARE THINKING OF TAKING A TRAIN INSTEAD 
of flying, you will like it for more than mere 
thrift. Dial 139 from any fixed-line or mobile 
phone, the call is not only answered within three 
rings, answers can be found without the exas- 
perating disconnections of the past. “We have 
ensured that questions asked by call centre exec- 
utives are as per our draft,” says Rajini Hasija, in- 
formation technology general manager at Delhi- 
based IRCTC (Indian Railways Catering and 
Tourism Corporation). “The target is to have 
queries resolved within two minutes.” 

The 24x7 line, operational since July 2007, 
enables PNR enquiries, all-India current train 
positions, fare information and ticketing. “I was 
surprised when I had to make a business trip to 
Bangalore by train,” says T.P. Shaktivel, chief 
corporate officer at Unique Infoway, a Delhi- 
based IT company. “From getting information 
to booking a ticket, it was as easy as taking a 


IMAGING: NEERAJ TIWARI 


In Depth {8 )gy 


flight” Says Nilaya Varma, associate director at 
PricewaterhouseCoopers, “This service can be a 
good touchstone for customer-facing PSUs, not 
only in terms of services provisioning but also in 
terms of the business model.” 

Airfare hikes have traditionally worked in 
favour of the Railways — First AC and Second 
AC year-on-year growth in revenue from ticket 
sales went up by 43 per cent and 27 per cent, re- 
spectively, between August 2007 and 2008 — 
but brought with them challenges such as the 
need for accurate and fast information. Already, 
139 — whose call centres in Delhi, Mumbai, 
Chennai and Kolkata employ about 2,000 peo- 
ple — draws over 600,000 calls a day, which is 
expected to rise to 2 million calls by the end of 
the year. The system has the capacity to handle 
an astonishing 20 million calls a day, and more. 

“It is a service that is a revolution in the mak- 
ing, says Nalin Shinghal, managing director of 
IRCTC. “139 - Rail Sampark will change the 
way a customer interacts with the Railways.” 
With 300 per cent redundancy, IRCTC can even 
handle heightened call traffic during emergen- 
cies. “The efficacy of the service was put to test 
when there were large-scale disturbances in the 
movement of trains during recent agitations,” 
says Akashdeep Singh, chief operating officer of 
Bharat BPO. “Soon, we will be able to route calls 
to the next closest destination if the network 
called is dead or busy.” Indeed, Indian Railways 
is not incurring any capital or operational ex- 
penditure for the process, which is borne by the 
franchisee — a consortium of the Modi Group- 
promoted Bharat BPO, BSNL, Spanco Telesys- 
tems, Stracon Back Office Solutions and the 
Omnia Group — with a 10-year contract. 

"The revenue potential is humungous,” says 
Manish Sharma, associate director at KPMG. “If 
infrastructure and SLAs (service level agree- 
ments) are good, the railways could be attracting 
short-distance travellers on road routes such as 
Delhi-Chandigarh or Chennai-Pondicherry.” 

By the end of the year, premium services such 
as SMS alerts, call backs and fax, and value- 
added services such as tourism products, hotels 
and car rentals will be offered on another three- 
digit number. There’s more. “We are awaiting 
government clearance so that customers can 
show their tickets on mobile phones and not 
carry a print-out,' says Praveen Kumar, CEO of 
the Omnia Group. But both Hasija and Kumar 
acknowledge that improved basic services are . 
not intended as revenue generators. *If we can 
establish a credible connect in basic services, 
customers will be happy to pay for value-added 
services, says Kumar. They sure will. 


m.rajendran (a) abp.in 
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$12,000,000,000,000 


( That's 12 Trillion Dollars") 


That's a lot of money at risk — don't waste it. 


You are now in the projects business where project 
management Is the currency of success. 


In order to lead, you first have to manage. 


There are 12 trillion reasons for you to visit 


@ 
Project Management Institute 


Making project management indispensable for business results.° 


PMI is an autonomous, non-profit, global membership association dedicated to advancing the practice and science of project management. 


"Figure in U.S. dollars. Source: Managing Capital Projects for Competitive Advantage, McKinsey Quarterly, June 2008 


©2008. Project Management Institute, Inc. All rights reserved. “PMI,” the PMI logo and “Making project management indispensable for business results” 
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India Post 
looks to 
sparkle by 
selling 
gold to the 
masses 


ASSET BUILDING: 
10,000 post offices 
across the country 
are expected to sell 
gold coins within 
two years 


Bullion In 
Your Post 
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by Shalini S. Sharma 


THEY USED TO BE PART OF GRANDMA'S TALES —THE 
ginnis or gold coins that the king would give 
away as rewards to those who managed to im- 
press him, by fighting a lion or by making the 
glum princess laugh. Till recently, that's where 
gold coins belonged for the ordinary Indian — in 
fairy tales. But in the past five years, all that has 
changed. After jewellers and banks, it is the turn 
of the post offices (POs) to sell 24-carat gold 
coins or medallions. And with prices touching a 
high of Rs 14,000 per 10 gm for 22-carat gold re- 
cently, 24-carat medallions certainly score over 
jewellery for investment purposes. 

Going by the sales figures at post offices, the 
government seems to have hit the jackpot. Ac- 
cording to India Post reports, in the 10 days pre- 
ceding Dhanteras, POs on an average sold 2 kg 
of gold every day. The All India Gems and Jew- 
ellery Trade Federation (GJF) says there was a 
66 per cent growth in gold sales overall, be- 
tween 1 October and 20 October compared to 
the same period last year. The sales figures for 
the Dhanteras period are still being 





collated and are believed to be 
much higher. 

The only drawback of the post of- 
fice scheme right now is that the 
coins, sold in four denominations to 
begin with — 0.5 gm, 1 gm, 5 gm and 
8 gm — cannot be sold back at the 
outlets they were bought from. Says 
Keyur Shah, associate director at the 
World Gold Council (WGC) — part- 
ners in the scheme — "Minimum 
time that one keeps the yellow metal 
bought for the purpose of invest- 
ment is one year.” By that time, he 
says, post offices will have their own 
buyback scheme in place. The rea- 
son why it has not been launched 
yet, explains Shah, is that it involves 
a lot of back-end work and WGC al- 
ready has its hands full. 

WGC's main focus at present is to 
take the pilot project, running at 
100 POs, to over 10,000 POs around 
the country within two years. While 
that is being done, Shah informs that Depart- 
ment of Post will come out with a detailed buy- 
back policy very soon that will be the first of its 
kind in the country. 

At present banks are not allowed to buy back 
the gold they sell. This, according to experts, 
was a policy of the Reserve Bank of India in the 
1990s to prevent speculation in bullion. But 
with gold-traded funds now available, this law 
has outlived its utility. 

There are other glittering lacunae as well in 
the coins scheme. Delhi-based Bholasons Jew- 
ellers say the coins, unlike jewellery, have no 
use. Also, according to them, banks charge a 
margin of up to 12 per cent on the coins, which” 
includes end consumer fee, certification 
charges, value-added tax and customs duty. In- 
dia Post also charges a margin of 8-9 per cent. 
Customers who sell gold coins to the local jew- 
ellers in the absence of a buyback scheme will 
have to forego this money, almost like paying 
making charges on gold jewellery. 

“We want to take the culture of structured 
investments in gold to the masses through India 
Post and provide gold at impeccable quality, 
quantity and price points," said Sudip Bandy- 
opadhyay, director and CEO of Reliance Money 
— back-end providers for the Post Office 
scheme — at the launch of the project in Delhi - 
on 15 October. Bandyopadhyay may have 
spoken too soon as till the buyback scheme 
is in place, the investment may not be all 
that structured. 


TRIBHUWAN SHARMA 
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“When it comes to originality, 
| always look for the handloom mar 


As genuine 9? 
Indian 





heritage 





Handloom Mark - A Mark that Promotes Quality & Authenticity 
Launched in June 2006, the Handloom Mark Scheme has been 


conceptualized to popularise handloom creations in the national as 








well as international arena and provide a guarantee for the buyers z 
about the genuineness of the product. 2 
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Uncommon 
Brew 


by Sreevalsan Menon 
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Tata Tea’s 
rural 
€ } marketing 
gfe project has 
changed 
lives 


FOR ASHUTOSH SHUKLA, DELIVERANCE CAME IN 
June 2006. The 32-year-old youth of Uttar 
Pradesh's (UP) Pratapgarh district was unem- 
ployed, his parents were ailing, and there 
seemed no end in sight to his ordeal. It was then 
that he got an offer to join Tata Tea's 'Gaon 
Chalo’, a rural marketing project in UP where 
the tea major has led an unusual collaboration 
with NGOs to surprising effect. Shukla strug- 
gled initially, but then used his extensive under- 
standing ofthe terrain and its people to good ef- 
fect. Today, he sells as much as 1,300 kg of 
packaged tea a month. 

Shukla’s role in Tata Tea's resurrection as the 
organised market leader in UP’s vast rural mar- 
kets is not as obscure as it appears. "The whole 
problem with any rural initiative is that people 
think it's unviable since a lot depends on retailers 
sincerity and integrity; says Sachin Vyas general 
manager for sales and distribution at Tata Tea. 
“You need large investments and the creation of a 
feasible infrastructure.” 

Vyas achieved the latter without resorting to 
the former. In early 2006, having tied up with 
12 NGOs to spread its reach across rural UP, 
Tata Tea added more than 20,000 retailers, in- 
cluding 500 new rural distributors, in 10,000 
villages across UP to its distribution network in 
slightly less than a year. In contrast, the com- 
pany had taken almost 20 years to be in 50,000 
urban outlets via 500 distributors. 

The unique coalition has borne 
fruit. According to an ACNielsen 
audit, Tata Tea improved its all In- 
dia share from 18 per cent in Janu- 
ary-March 2006 to 21.4 per cent in 
January-March 2008. In the same 
period, Hindustan Unilever (HUL), 
lost its market share from 21.2 per 
cent to 18.9 per cent. In UP, Tata Tea 
consolidated its market share from 
18.1 per cent to 26.6 per cent, while 
HUL lost more than 6 per cent from 
22.8 per cent. 

Says Aman Batra of Kotak Insti- 
tutional Equities, “The market share gains by 
Tata Tea need to be seen in the context of signif- 
icantly lower spending by the company in com- 
parison with the nearest competitor. We are 
fairly confident of sustained good growth in do- 
mestic markets and build in a7 per cent growth 
for financial years, 2009 and 2010.” 


The seeds of this success were sown in an obscure 
sales meeting held in late 2005. The growth oflo- 
cal tea companies in UP, despite the fact that Tata 
Tea and HUL were also growing, posed uncom- 
fortable questions to Vyas's sales team, who con- 
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tended that they were covering all big cities and 
much ofthe rural areas. Vyas was unconvinced. 
ent out to seek answers, the sales teams as well 
asthe consultants Vyas hired, came back with the 
 $ame answer — Tata Tea was not selling in more 
than 100,000 villages UR 

That was bad news for Vy 
organised tea trade 
cans — had foug 
makers in urban a 
nium. Back then, lo 
CTC tea from auctio 
packs in backyards. 
ers pushed this prod 
Rs 40 per kg as ag 
sector could offi 
price war, says V 
ganised players « 
and poured in: 
_ UP, key to the no arke 
~ Realising that the loca tea aay had resur- 
faced in rural areas, Vyas and his managers, 
Samantha and Sikander Aman Khullar, opted to 
reach rural consumers through NGOs, despite 
thesevere apprehensions: of other team members. 
“These institutions had access to people like none 
other” says Vyas. Eventually, the Sir Ratan Tata 
Trust and the Dorabji Trust screened 12 names. 

In December 2005, Tata Tea launched a pilot 
project in a small village near Varanasi. Two 
months later, in February 2006, Vyas was given 
15 minutes to explain the concept to his Manag- 
ing Director Percy Siganporia. It was past mid- 
night when the meeting ended, and all ap- 
provals were sealed. 



















Village Vox 
_. Soon, MoUs were signed with NGOs (Rural 


*' Dealer-1) to act as main distributors at a district 


evel, collecting various products from Tata Tea 


.. on credit before giving them to mobile rural 


.. distributors (RD-2), also on credit, who would 


then visit a fixed number of villages periodically 
to supply tea to small rural retailers (RD-3), 
who in turn sold to rural consumers. Monthly 
sales targets were set. The money found its way 
back to Tata Tea as the RD-3s made payments 
to the RD-2s on subsequent visits to replenish 
stock, and so on up the chain. Eventually, NGOs 
made payments and took supplies from the 
> company. As part of initial capital expenses, 
... Tata Tea set aside around Rs 70 lakh worth of 


=. goods to be distributed to the 12 NGOs man- 


. ning 70 districts. "Since these are virgin mar- 
“kets, risks were always there,” says Siganporia. 

sc RKdsntjust Tata Tea that has benefited. “Our 
.. status as facilitators of rural income has im- 
proved our image and financial position,’ says 
Raj Shekhar of Irada, an Allahabad-based NGO. 


Changing The Game 


Villagers (rural markets) | 


: Resulting in 


And Meenu Tyagi of Sabla, a Rae Bareilly-based 
NGO, notes that a steady, locally-earned income 
curbs migration to urban areas to a large extent. 
Adds Keshwanand Tiwari of Disha, an NGO 
based in Saharanpur, “Besides a direct opportu- 
nity, it [the Gaon Chalo project] also gave us sus- 
tainable funding at a time when international 
funding was shrinking.” 

An average RD3 now earns an additional 
monthly income of Rs 300-1,000, while an 
RD2 earns Rs 5,000-7,000. “My value and sta- 
tus in society has increased because of the Tata 
name,’ says Sanjeev Kaushik, an RD2 supervi- 
sor in Muzzafarnagar. 

A Gaon Chalo pilot is now being attempted in 
Madhya Pradesh. The next phase is expected to 
see most group products (automotives, salt, 
consumer goods, telecom, insurance) being in- 
troduced to this permanent, exclusive distribu- 
tion chain under a programme called Tata Hut. 
If scaled to more states across the country, this 
rural project could open doors of immense op- 
portunity for the group. 

And, of course, for others too. “I have read 
Dinkar’s [nationalist Hindi poet Ramdhari 
Singh Dinkar'] poem Kuch sapnon ke mar jane 
se jeevan nahi mara karta Clife does not die 
when a few dreams perish’),” says Ashutosh 
Shukla, now happily employed. “I realised its 
true meaning when, two years later, I got 
Rs 14,000 as salary through this project.” There 
is, Vyas will agree, a degree of poetic justice in 
the nature and impact of this transformation. 


Me Het Meta asrÁaw 


s.menon(@abp.in 


10 NOVEMBER 2008 5] BUSINESSWORLD 





SP LE: Bw o tesiarch 








Gomment 





India Is Not 
Immune 


by nilotpal basu 


THE FINANCIAL MELTDOWN IN THE US IS NOW 
all too obvious. The crisis triggered by the 
collapse of huge US financial behemoths 
were not accidents, but more a consequence 
of a deeper and systemic crisis. The most 
commonplace explanation for what is hap- 
pening in the US and financial systems else- 
where is being explained merely in terms of 
subjective greed that the top brass of the fi- 
nancial entities displayed. 

But the present financial crisis truly repre- 
sents the undoing of a paradigm, which blos- 
somed for over three-and-a-half decades, not 
only in the US but all over the world. What 





The country 


same. Ultimately, chickens had to come 
home to roost. Credit to people who did not 
have the capacity to repay remained unpaid. 
And no amount of exotic designing of finan- 
cial products to spread the risk could over- 
come this policy paradigm. 

The virus spread from mortgage compa- 
nies to investment banks, hedge funds and 
insurance companies, completing the still 
unfolding process of meltdown. And that has 
brought back desperate cries of nationalisa- 
tion and strong regulatory intervention. 

From day one, the conflict between the 
UPA government and the Left was centred 
on the question of integration with this now 
discredited process of financialisation. The 
moves to increase FDI in the insurance sec- 
tor, deregulation of the banking sector, al- 
lowing greater foreign equity and removal of 
caps on voting rights, moving towards con- 
vertibility on capital account and deploy- 
ment of pension funds in stockmarkets— all 
were thwarted by the opposition of the Left. 

Today, the policy establishment has no 


was the basis of this now discredited para- is benefiting hesitation in claiming that India will per- 
diee aeneus JUNE. idees icis MEI 
nance and was essentially deployed for mak- the recent insulated nature of its economy. What they 
xa donor enge Éste eri past WAS ^ iyi beucfiting rom what til the very re- 
ofthe global economy. being regar- cent past was being regarded as the 'isola- 
Necnon, E pis mei e [vv ded as the Mh immune to the fall- 
trade stood at a staggering $516 trillion till ‘isolationism’ out of the financial crisis. This is already ob- 


December 2007. This has grown from $100 
trillion in 2002. Thus, this shadow economy 
is 10 times larger than global GDP ($50 tril- 
lion) and more than five times larger than 
the actual trading in shares in the world’s stock exchanges 
($100 trillion). | 

The establishment and corporatocracy of the US led this 
trajectory of privatisation, liberalisation and deregulation 
starting right from the days of the Reagan administration. 
This process advanced in the 1990s, and in 1999, the US ad- 
ministration pushed the Financial Services Modernisation 
Act, amending the vital provision of regulatory oversight in 
the Glass-Steagal Act, which had been in place since the 
mid-1930s. This process facilitated a complete change in the 
banking system where important commercial banks were 
transformed into investment banks. 

Giving out cheap credit so that it facilitates consumption 
and continues to drive economic activities was the principal 
direction of this US policy paradigm. The supremacy of the 
dollar gave US policy makers the comfort of piling up 
deficits while forcing nations elsewhere to bring down the 


of the Left 


vious from the fate of the aviation industry 
and the impending but ominous signals 
from the IT and other related sectors. When 
the IMF itself has conceded that the global 
economy is in a recession, how could it be otherwise? 

What is needed today is a greater sense of urgency in taking 
measures for regulating speculative capital flows, tighten 
capital controls and financial market regulations — and not 
remove restrictions on trading through participatory notes. 
All efforts to push the new pension scheme and the PFRDA 
Bill to deploy pension funds in the stockmarket should be 
stopped forthwith. The government should intervene in ex- 
panding credit to agriculture and small and medium enter- 
prises. The real economy can be the prime mover in overcom- 
ing the challenges that threaten to engulf domestic economic + 
activities. Finally, the government must be proactive in 
checking price rise of essential commodities, which appears 
much more feasible with international crude oil prices com- 
ing down. That will also help stabilise the rupee. 


The author is Member, Central Secretariat, CPI (M) 
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Come January 15, 2009, get 
connected to the who's who of 
ICT @ INFOCOM in Calcutta 





Theme: Innovate to integrate 


Exhibition at Salt Lake Stadium Grounds, Calcutta Conference at Hyatt Regency, Calcutta 
January 15-18, 2009 January 15-17, 2009 

Over 150,000 sa. ft. of exhibition space 20 sessions over 3 days on 2 parallel tracks 
Over 250 exhibitors Over 70 speakers 


To participate as a Sponsor/Exhibitor/Delegate wire up with us: 

Bangalore and Hyderabad: Amitava Sarkar +91 9742393255, Chandrashekhar Awaru +91 9902384937 

Calcutta: Arghya Mitra +91 9830403575, Chiranjib Bhattacharya +91 9831259143, Alokemoy Ghosh +91 9831019321 
Chennai: Rajiv Reddy +91 9841033442; Delhi: Bijeet Guha +91 9811241656; Mumbai: Bhaswati Ghosh +91 9819022145 
Pune: Clement Almeida +91 9821923988 

For more details on the event, log on to our website: www.indiainfocom.com or e-mail us: info@indiainfocom.com 
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CULTURE 


Experiments 
with fusion in 
form, music 
and theme is 
invigorating 
classical 
dances of 
India 
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WHETHER IT WAS PERFORMED TO PLEASE THI 
deities, or to regale the re val families, classical 
dance in India, till almost the middle of 20th 
century, was not looked upon as an art form or 
considered noble enough to be taken up 
professionally. Originally known as Sadhir, 

the Indian classical dance form of 
Bharatnatvam owes its current name to 

E. Krishna Iyer and Rukmini Devi Arundale, 
1936). 


Around the same time that she set up her 


the founders of Kalakshetra, Chennai 
school, Rukmini Devi modified the 
Pandanallur style of Bharatanatvam by 
removing the extraneous shringaar and 
erotic elements from the dance — the legacy 
of the devdasi tradition. She later went 

on to change its very face by introducing pure 
classical instruments such as the 

violin, set and lighting design elements, 

and fine costumes and jewellery inspired by 
temple sculptures. 

With the passage of time, the perception of 
he aftand its form has undergone a sea 
Fange" Dance exponents have begun going 
þpevogd the traditional strugtures to cater to 
the tastes of their new audiences. While the 
core classical principle of the dance form 
makes it mandatory for the dancer to abide by 
them so as to maintain the essence of the 


form, today many of the young artists are 





trying to experiment with the themes, style, 
costumes and movements. 

For example, traditionally Bharatnatyam 
is slow and steady, while Kathak has many 
fast movements. Today dancers are trying to 
infuse both styles to make it more attractive, 
vibrant, and different. “The audience does 
not appreciate the pure form of classical 
dancing,” says Sanjeev Bhargava of Seher, an 
organisation that has been instrumental in 
initiating cultural festivals across the country. 
With western influences creeping in, the 
audience want vibrancy in everything. But at 
the same time, they want the original essence 
to be maintained. 

According to Rama Vaidyanathan, a young 
exponent of Bharatnatyam, “Contemporary 
dance in the western sense has not evolved 
in India as yet. We are still very much rooted 
in traditions.” Most dancers feel there are 
many themes within the country, which are 
yet to be explored. 

For example, Chennai-based Mythili 
Prakash’s samudra dancers explore the 
ancient Indian traditions of dance derived 
from the Vedic times. This dance form 
exploits the creative talents and power of 
the human body and mind through inno- 
vative experiments, pioneering a new style. 
Samudra finds inspiration in the Indian 
heritage of folk traditions such as Kalari- 
payattu (martial art form of Kerala), 
Bharatanatyam and yoga. 

Similarly, some such as Malti Shyam and 
Rama Vaidyanathan, have tried to give their 





GETTING 
EXPERIMENTAL: 

The Ananya Dance 
Festival at Purana 
Quila, Delhi, saw many 
performances based on 
western themes 


dances a fresh look. For example while 
keeping intact the style of Bharatnatyam, 
Vaidyanathan in her dances tries to adapt to 
the theme through her costume or through the 
pace of her steps. 

Apart from this, dancers are also 
experimenting with social themes. A few 
Bharatnatyam dancers and choreographers 
have performed on themes such as Swashakti, 
a dance which provokes a woman to find 
Laxmi, Durga and Saraswati within herself. 
Dancers feel the art can also be used to 
portray social issues such as female infan- 
ticide. There are abstract themes such as 
‘Faith’ on which dances try to portray the 
principles of Buddha. 

Many dancers have even tried Western 
music. At the Ananya Dance Festival 2008 
held recently at the Purana Quila in New 
Delhi, a Bharatnatyam group from Chennai, 
Kalakshetra performed a ballet on the theme 
of the French King Louis (King of France from 
1774 to 1791). “It is challenging to match your 
steps with foreign tunes and it looks beautiful 
on stage", says Malti Shyam, who has 
attempted such fusion herself. 

While dancers are trying their bit to bring 
a new dimension to their centuries-old art, a 
platform is needed to take it to the target 
audience. Given that for pure forms of art 
there is only a niche audience, these 
institutions are trying to attract the younger 
lot by getting new artists to perform. Hope this 
cultural fusion works well for the dying dance 
forms of India. 





Luxury 


WARM INDULGENCE 


INDULGENCE DOES NOT 
get more extravagant 
than this. You can now 
buy fabric worth 

Rs 7.5 lakh per metre 
here in India. 

, world's most 
expensive and finely 
made fabric is certainly 
a dream buy. A suit 
made of this prized 
piece of cloth costs a 
whopping Rs 30 lakh 
— the kind of money 
that can fetch a 
Mercedes Benz, an 
Audi or a Volkswagen. 

Manufactured by 
Scotland-based 
Holland & Sherry, the 
fabric is being retailed 
in India by leading 
textile company 
Digjam. It comes in 
various shades of gold 
(the original colour of 
the Vicuna fleece is 
retained). 

Vicuna Alymra is 
made from the fleece 
of Vicuna sheep, found 
at the heights of the 
Altiplano regions of the 
Andes, near Peru. A 
Vicuna can be shorn 
only once in 2-3 years, 
making the fibre one of 
the rarest in the world. 
An overcoat alone 





requires the fleece of 
25-30 vicunas. 
Though it is best for 
woollen spun fabrics, 
some made of the fine 
thread can be worn 
round the year. 

Already a rage 
among the world’s 
rich and famous, 
Vicuna Alymra is the 
favourite of many 
Hollywood celebrities 
including Johnny 
Depp, Nicole Kidman, 
Tom Cruise and Mel 
Gibson. In fact, some 
of them have also 
sported clothes made 
of the fabric on- 
screen — Depp in 
Public Enemy (to be 
released), Kidman 
and Hugh Jackman in 
Australia, Cruise in 
Eyes Wide Shut and 
Gibson in Edge of 
Darkness. 

With fears of an 
economic slowdown 
looming large, this is 
definitely not the best 
time to launch this 
rare fabric in India, 
but the high and 
mighty may not be 
able to resist this 
sartorial temptation. 


Pallavi Chakravorty 
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SPORT 


Celebrating soccer 


IT IS AS MUCH A 

labour of love as it is a 
commercial venture. 
Conceptualised and 
run by two diehard 
football enthusiasts, 
Apnafootball.com is a 
website that caters to 
the growing appetite 
for Premier league 
and European football 
among Indians. 

Ved Sen, the foun- 
der and CEO, and 
Saumik ‘Sham’ De, 
the head of operations 
of the website, were 
regular posters on a 
Yahoo group — 
footer-in-mouth — 
where people from 
across the world 
congregate to com- 
ment on the English 
Premiership and 
other matches. 

Realising that 
Indian fans of the 
sport were dependent 
almost entirely on 
global media for 
commentary and 


updates, they con- 
ceived the idea of 


Apnafootball.com. 


The website, which 
follows the fortunes of 
the four big English 
clubs — Manchester 
United, Chelsea, 
Arsenal, Liverpool — 
as well as Newcastle 
in the form of news, 
updates, match 
reports, etc, is aimed 
at the upwardly 
mobile urban Indians. 
These are the people 
who are “cash rich but 
time poor” explains 





FAN CLUB: 
Apnafootball.com tracks 
the European league 
matches for Indian fans 


De, and more inclined 
to watch a 90-minute 
game of football 
rather than an entire 
day of cricket. 

So, if ever since 
Bend It Like 
Beckham, you wished 
for that locally- 
flavoured English 
football, all you need 
to do is log on. 

Sumati Nagrath 


FAN CY DRESS: Mondex, a Chihuahua, wears a pirate costume during a 
Halloween dog show for the benefit of an animal welfare organisation in Manila. 
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AUTOMOBILE 


Not really hybrid 


MAHINDRA & MAHIN- 
dras “fuel-smart cars 
with micro hybrid 
technology” may be 
fuel smart but they 
arent really hybrid 
vehicles. 

Traditionally, hybrid 
vehicles are those that 
use electric power 
along with another 
fuel, and in some cases 
muscle power, for 
greater mileage. Even 
electric cycles are 
hybrid vehicles since 
they use the rider's 
pedal power along with 
an electric motor to 
run the engine. And 
then there is the tradi- 
tional motorised pedal 
bike or the moped. 

Not exactly hybrid, 
Mahindra’ cars do 
have a fuel-efficient 
engine that raises car 
mileage, and results in 
saving of up to 5 per 
cent fuel. The new 
Scorpio and Bolero, 
which have been fitted 
with the “country’s first 
fuel-smart engines with 
micro hybrid techno- 


Ifa Vogue 


SMART CAR: Mahindra 
cars can cut down 
emissions majorly 


logy” have an engine 
that switches off auto- 
matically at a traffic 
light when idle and in 
the neutral gear. It 
starts on its own once 
the driver depresses the 
clutch before moving 
forward, leading to 
reduced running costs 
and reduced emissions. 
According to the 
company patriarch 
Keshub Mahindra, 
"This technology is not 
really avant-garde but 
it is appropriate and 
relevant” With this, the 
company claims, its 
diesel SUVs can com- 
pete with small cars. It 
also says that India can 
save up to 0.7 million 
tonne of fuel a year if all 
cars use this tech- 
nology. And all that fuel 
conservation comes 


just for Rs 4,000 extra. 


Fuel smart, surely, price 
wise as well! 
Shalini S. Sharma 





BON VIVANT 
Home grandeur at its best 


w Az 


IF YOU THOUGHT FANTASTICAL ROOMS WERE A JUST A 'VEGAS THING' YOU NEED TO 
think again. A number of home owners in India are increasingly turning to 
high-end luxury interior design outfits. The Delhi-based La Sorogeeka can 
transform their bedrooms and living areas into something out of the 
ordinary — a Mediterranean retreat, a tribute to Indian royalty or a dream- 
like all-white haven with silk and crystal. The ten-year-old firm, headed by 
Anjali Goel, specialises in providing total design solutions — right from 
ceiling colours, flooring materials, wall effect, furniture, light fixtures, to 
even canvases for the walls — for what they term ‘mega homes’ that is 


"homes with an area of over 10,000 sq ft. At the moment, the team at La 


Sorogeeka works with 12 luxury concepts which include Persian, 
Jamaican, Romantic, Motif and the Indian Classic. Unfortunately, you 
cannot just pick an individual item like a chair or a vase, you have to opt 
for the entire ensemble. 

For those who have a penchant for luxury items there is the House of 
Raro instead. This 11-year old high-end furniture design house was 
founded by Raajeeta and Rolly Gupta who create exquisite pieces that are 
handcrafted from materials such as two centuries old ebony, rare crocodile 
skins, lapis lazuli sterling silver, 24-karat gold leaf, semi precious stones 
and rich leathers. The duo, who retail through their stores in Delhi and 
Mumbai, also create specially commissioned pieces. 

So if you are house proud, have a discerning eye and money to spare then 
maybe it is time you re-decorated your home. 


Sumati Nagrath 
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BROWSING 


M.C. Appaiah 
coo, aoe Tea 


At the moment, | am 
reading Harvard Business 
Review's Brand 
Management: Ideas with 
Impact. It is interesting to 
learn that mass marketing 
and electronic media are 
not the only answer to 
brand-building, and that 
innovation and 
intelligently looking at 
niche areas are more 
important. | usually read 
books on management as 
well as fiction, and 
biographies of self-made 
businessmen and 
turnaround specialists. | 
recently finished reading 
Football Manager: A 
History by Neil Carter, 
which provides a new and 
broader perspective on a 
unique management role. 





by rajeev dubey 


BUSINESS STRIPPED BARE 
ADVENTURES OF A GLOBAL ENTREPRENEUR 
BY RICHARD BRANSON; VIRGIN BOOKS; 
PAGES: 329; PRICE: Rs 525 


ENTREPRENEURS OFTEN MAKE FAR MORE INTERES- 
ting authors than most ‘professional’ authors 
themselves. Richard Branson is one of those en- 
trepreneurs whose previous work tells you that 
he could be trusted with delivering a refreshing 
view. With his newest book, Branson only adds 
to his image of being unconventional, controver- 
sial and flamboyant — terms that have become 
synonymous with his name — by suggesting that 
several management books are “idiots’ guides 
for idiots”. According to him, they generally have 
an outsiders’ perspective of business, but cannot 
tell the reader what it is like to do business. 

The British billionaire — who these days is 
mostly nestled in his private Necker Island in 
the Caribbean — may have raised the bar for 
himself with such categorical statements early 
on in the book. But having said that he does not 
disappoint in the follow up. Rarely does this 
book take you into those dreary sections that 
most management books are (in)famous for. 
The closest is the chapter on ‘people’, with jar- 
gon such as “Find good people — set them free”. 
It is a chapter you may choose to skip, although 
some real-life examples in the latter half of the 
chapter do lift the spirit a bit. 

The most interesting chapter is the one on 
mistakes and setbacks. It has some honest con- 
fessions from the man himself. It starts off with 
what Branson calls the biggest mistake of his 
life. Brash Branson, then just 19, was caught by 
the Customs & Excise Department in May 1969, 
and put behind bars for something “illegal” and 
“pretty stupid”. Records intended for exports 


RICHARD BRANSON was born in 1950; went into 
business at the age of 16, when he started publishing a 
student magazine; and six years later, he formed the 
Virgin Records music label. Today, the Virgin Group has 
around 300 companies in over 30 countries. It is also 
investing in renewable energy and resource efficiency 
through the Virgin Green Fund. Branson was knighted 
in 1999 for his “services to entrepreneurship”. 


A Billionaire 
Confesses 


were not charged purchase tax in Britain. So, he 
wanted to drive four transit vans loaded with 
records to France and bring them back in a 
ferry, but got caught. ° 

This book is a rare work because it has Bran- 
son’s view on a lot of controversies that he and 
his Virgin Group have been embroiled in. Take 
for instance, the cola war with Coca-Cola with 
the launch of Virgin Cola in 1994. According to 
Branson, it was the highest profile business 
mistake. And he later describes how he bravely 
fought the war with the world’s largest cola 
company, and how his opponent did everything 
possible to kill Virgin Cola. But all this, of 
course, is a one-sided view. Some solace from 
the battle: Virgin Cola remains a niche product, 
but is also the largest selling cola in Bangladesh. 

Branson vividly recounts another setback — 
Virgin's £1.2-billion bid to save the Northern 
Rock bank. He reveals how it got scuttled by a 
rumour that he and Gordon Brown had struck a 
sweetheart deal on a flight to China, prompting 
cartoons showing Brown in his pocket and vice 
versa. According to him, the nationalisation of 
Northern Rock was a wrong decision. There are 
more confessions: Branson recounts how he 
held on to Virgin Megastores far too long and 
did not cut his losses; that Virgin had an answer 
to Apple iPod, the Virgin Pulse! But it did not 
have the simplicity of the iPod, and bombed be- 
cause it was too expensive to make, sinking $20 
million. However, despite all these setbacks, 
Branson says the Virgin Group, a conglomerate 
of 300-odd companies which makes it the 
largest private enterprise in Europe, has been 
designed in such a way that it cannot be flushed 
down the toilet overnight by some rogue trader, 
as was the case with Barings Bank. 

The way he indulges in “hugely enjoyable 
stunts" such as the 
launch of the Virgin 
Mobile, surrounded 
by near-naked wo- 
men in 1999 at 
London's Trafalgar 
Square, or the hom- 
age to The Full Monty 
in 2002 — wearing 
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just a mobile — he has often been criticised as an 
obsessive attention seeker who wants to ensure 
that the Branson brand is bigger than Virgin. 
. But readers must pardon him for this impropri- 
ety because his passion for work and youthful 
energy can often be mistaken for brashness. 

The other side of the book is equally fascinat- 
ing. This is what Branson calls *war rooms" to 
tackle the problems of humanity, such as envi- 
ronment degradation. And this is one side of 
Branson that he is trying hard to make people 
believe but has not had a great success with. His 
self-proclaimed "historic step" to run one of Boe- 
ing's engines on biofuel was termed a publicity 
stunt. And he is being seen as a nouveau envi- 
ronmentalist. The book is worth reading for its 
remarkable peek into the mind of one of 
Britain's most successful businessmen. But, re- 
member, you are getting only a one-sided view 
ofthe controversies. 


SELECTION 1 
Celebrating 
Ram 

THE BOOK OF RAM 
BY DEVDUTT PATTANAIK; 


PENGUIN; 
PAGES: 211; PRICE: Rs 250 





WHY DOES THE STORY OF RAM CONTINUE TO CAPTI- 
vate the imagination of millions of Indians, even 
3,000 years after it was first penned by Sage 
Valmiki? Ayodhya, Ram's birthplace, became 
such a bone of contention that it changed the 
face of mainstream Indian politics forever. To- 
day, Ram finds himself in the middle of yet an- 
other controversy — the Ram Sethu bridge be- 
tween India and Sri Lanka. But amid all this 
fighting and celebrating in the name of Ram, are 
we losing him somewhere? 

Maryada Purushottom Ram, the upholder of 
civilised human values; Raghupati, the grand- 
son of King Raghu; the pupil of Rishi Vishwami- 
tra and Rishi Vashisht, teachers with two totally 
different philosophies; Ram who believed in vio- 
lence for self-defence — which of these Rams is 
most relevant in today's context? 

In THE BOOK OF RAM, Devdutt Pattanaik, 
explores the Ramayana from every aspect, 
- including the 17th century Punjabi Govind 
Ramayan, the 16th century Ramcharitmanas 
by Tulsidas as well as Buddhist and Jain texts. 
Pattanaik celebrates the Ram of the common 
man, and draws attention to the multiple layers 
of metaphors and meanings in the narrative 
with his own insights. 





Even as he does this, Pattanaik recounts sto- 
ries of Rams conquests; of Ravana as the learned 
king who let his ego destroy him; of how Hanu- 
man, the devoted team-player with no personal 
ambition, is today an important God in the 
Hindu pantheon; and the three sets of brothers 
— Ram, Lakshman, Bharat and Shatrughan; 
Ravan, Vibhisan, Kumbhakaran and Kuber; 
Sugriv and Vali. In the end, Pattanaik reiterates, 
victory belongs to those who uphold dharma. 

Jyoti Thapa Mani 


IN THE HUNDRED-FOOT JOUR- 
NEY (HarperCollins), Richard 
C. Morais weaves together 
three countries, several cui- 
sines and multiple cultures as 
he tells us the story of Hassan 
Haji, a man who went from accompanying the 
cook at his familys modest Mumbai restaurant 
to Crawford market to buy fresh produce, fish 
and meat to commanding the kitchen at his own 
high-end restaurant in the mecca of hauté 
cuisine — Paris. 

The journey that ends in Paris, recounts Haji, 
actually began in 1934 when his grandfather 
made his way from rural Gujarat to Mumbai 
atop a train in sweltering heat. The family's culi- 
nary affair started with Haji's grandparents, who 
graduated from delivering tiffins and selling 
bhelpuri from cycles to opening a make-shift 
restaurant in Mumbai's Napeansea Road area. 

Hajis father, Abbas, further cemented the 
"empire" by building two successful restaurants 
in the family's four-acre plot. But the family suf- 
fered a cruel blow when religious zealots set the 
property on fire, with Haji's mother in it. Reeling 
from the loss of his wife and restaurants, Abbas 
uproots his entire family and lands at London's 
Heathrow airport; here, Hassan bites into an 
egg-salad sandwich only to find that it is the 
most "determinedly tasteless, wet and white" 
thing he had ever eaten. After two years in 
Southall, the family finds itself in France, trans- 
ported across the channel in a convoy of second- 
hand Mercedes. It is here that Hassan finally 
rises to his destiny — after an encounter with the 
inimitable Madame Mallory, a famous chef — to 
become a world-class chef. 

Full of smells, tastes and delicious-sounding 
meals, the book is also full of characters that 
captivate — truly an enjoyable read. 

Sumati Nagrath 
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ALERT 


THE WAY | AM 

BY EMINEM 

DUTTON ADULT 
Arguably one of the most 
popular rap artists of his 
generation, Eminem is 
loved and loathed in 
almost equal measure; 
his fans adore his music, 
and critics find his lyrics 
racist and misogynistic. 
However, despite all this 
public attention, he has 
managed to remain 
slightly enigmatic. With 
his 'reveal-all' 
autobiography, Eminem 
(aka Marshall Mathers) is 
set to change this. In this 
book, Eminem shares his 
private thoughts, personal 
photographs, his 
reflections on his various 
triumphs and tribulations 
with candour and humour, 
giving the reader an 
insight into his life and 
creative processes. 


BW Opinion 





Robbing Foreigners 





Instead of 
cheating 
foreigners of 
their hard- 
earned money, 
the labour 
ministry should 
create a world- 
class provident 
fund industry 


THE CENTRAL GOVERNMENT TAKES A MONTH'S 
salary from every employee, asks his employer 
to add another month’s salary, and buries their 
contributions in a fund of its own called Em- 
ployees’ Provident Fund. It imposes this tax on 
all workers in the “organised” sector not cov- 
ered by the government's own provident funds; 
in essence, the tax is on some 40 mil- 
lion private sector workers. This 
fund is extremely poorly managed. 
The returns it delivers do not even 
cover inflation. There are reports of 
employees struggling to recover 
their dues from it for years, and some 
of them dying before they get the 
money. If its record in giving people 
money that it owes them is so bad, it 
must obviously be a good business 
for some people — the bureaucrats 
and ministers of the labour ministry. 

Those people have grown their 
business. Now they will take money 
away from foreign workers in India. 
Not only does that make the labour- 
ing ministry's business bigger, but 
the new business is better. Indian 
employees who are forced to con- 
tribute to the EPF would normally be in India 
and not too far from an office of the EPF; if they 
are so inclined after retirement, they can spend 
their old age outside EPF offices, begging and 
cajoling until they get their money back. For- 
eign workers will have returned to their own 
countries, and will not be able to approach the 
EPF offices. If they are persistent and come and 
camp outside an EPF office, all the government 
has to do is to cancel their visas. Who says Indi- 
ans are not entrepreneurial? They never miss a 
chance to make unjustified profits — if they are 
in the government. We have all heard of the 
Fringe Benefits Tax, for example. 

But even the government cannot rob some- 
one without giving an explanation: how do the 
clever profit maximisers justify their robbery? 
They give the lazy bureaucrat’s favourite argu- 
ment for doing something inexcusable: it is 
done in a Good Country — the US in this case. 
It takes income tax from visiting Indians, but it 
does not give them unemployment compensa- 
tion that it does its own. Similarly, member 
countries of the European Union forcible take 
away social insurance contributions from Indi- 
ans who go to work there. But they get no social 


TRIBHUWAN SHARMA 


insurance; they get nothing. If such Good 
Countries as the US and the EU do it, surely In- 
dia must do it to become a Good Country. 

The bureaucrats avoid the argument about 
the morality of taking a contribution without 
giving anything in return; instead, they pretend 
they are engaged in an international tit-for-tat. 
They say that they are teaching a lesson to those 
uppity whites; soon those Americans and Euro- 
peans will come and sign a Social Security 
Agreement and start treating Indians in their 
countries fairly. Will it happen? Not if bureau- 
crats of those countries are as grasping as our 
own. For many more Indians go to work abroad 
than foreigners coming to India. If those coun- ^ 
tries signed SSAs with India, they would have to 
pay India far more than India would to them. 
Countries do not do such right and silly things. 
So the labour ministry can go on happily expro- 
priating foreigners. 

If the government were not run by such un- 
scrupulous profit-maximisers, it would think of 
another solution, namely treating workers 
fairly. It would wind up the Employees' Provi- 
dent Fund, and act on the proposal which it has 
been sitting on for ages, under which private 
managers would set up competing provident 
funds and employees would be able to choose 
amongst them. It would ensure that every em- 
ployee gets back his provident fund money on 
the day he leaves his job — whatever the em- 
ployee's nationality, and whatever part of the 
world he wants to take his money to. 

In fact, if it were rational and not merely 
grasping, it would go further, and let funds from 
any country run provident funds in India. And 
it would not impose conditions on what propor- 
tion ofthe money should be invested in govern- 
ment bonds. It would confine itself to ensuring 
that the funds follow good risk minimisation 
strategies, spreading their investments across 
tenures, currencies and security types. 

In brief, the government of India should stop 
being so covetous and imitative. Instead, it 
should seek to become the world's best regula- 
tor of provident funds. If it did so, young people 
from across the world would want to work in- 
India, and we would attract the best talent. 
World's workers would want to park their sav- 
ings in Indian provident funds, and we would 
grow a large provident fund industry earning 
millions for the country. Good government can 
be good business. 
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| Wear novelty on 
— your sleeve 


Chenille Cords: Crafted from novelty 
yarns to give you shirts with a stunning 
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corduroy-like feel...a feel so distinctive, 
it might invite curious fingers. | 
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Available at all exclusive ColorPlus showrooms and other retail outlets. You can shop online at www.colorplusonline.com 
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Your potential. Our passion. 


Microsoft 


Turn your company's data into 
a new form of energy. 


Introducing Microsoft" SQL Server* 2008. Harness the power of the data explosion. The number | 
of data formats you have to deal with, along with the sheer volume of data, has exploded 

in the last few years. With new SQL Server 2008, you can harness the untapped power of 

that data explosion by integrating, managing, and delivering that power for your end users 
like never before. See the power you can give end users at SQLServer.co.in 


Microsoft 


Bel Server 2008 


McCann/MSFT/14/08 


© 2008 Microsoft Corporation. All rights reserved. Microsoft, ‘Your potential. Our Passion’ and SQL Server are the registered trademarks or trademarks of 
Microsoft Corporation in the United States and/or other countries. 
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the quality of life everyday, everywhere. " 
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SPORT IS LIKE JOUR- 
nalism, in that the 
purity of the activity 
itself is sought to be 
insulated from the 
commerce upon 
which it is depend- 
ent. But in sport, as 
in journalism, that 
insulation is wearing 
thin. Consider Sub- 
hash Chandra’s In- 
dian Cricket League 
(ICL). It is boosting 
Indian cricket by giving more play- 
ers a living playing the game they 
love, creating more cricket for fans 
and giving India Inc. more adver- 
tising vehicles. Yet, the Board of 
Control for Cricket in India (BCCI) 
wants to shut ICL down, not be- 
cause it is harming cricket but be- 
cause it is hurting BCCI’s own In- 
dian Premier League (IPL) — and 
some mammoth egos. 

Because BCCI has failed to deter 
the powerful Chandra, it has sought 
softer targets — the players them- 
selves. Young ICL players are 
banned from all official cricket by 
BCCI, which is also denying older 
ICL players their pensions. Not only 
is this insulting to players, it is de- 
stroying their careers while denying 
India its best possible team. 

ICL' sweetest revenge is that it 
is succeeding. Perhaps Indians like 
scrappers, perhaps we just love 
cricket. Either way, players, fans 
and advertisers are keeping Chan- 





dra’s dream alive, 
and with it the for- 
tunes of his Ten 
Sports and Zee Spor- 
ts cable channels that 
broadcast ICL matc- 
hes. Chandra isn’t 
quite hitting it out of 
the stadium, but he’s 
taking some cheeky 
singles, even twos. 

Of course, that’s 
never enough. ICL's 
long-term survival 
depends on it getting some sort of 
official acceptance or else key play- 
ers and sponsors will stay away. 
Chandras attempt to use the courts 
for this is a long shot. Instead, he 
should remember that nothing 
succeeds like success. If Chandra 
turns ICL into a quality tourna- 
ment fans love, they will never let it 
be shut. For this, he needs to spruce 
up on implementation and 
marketing skills, and alter his busi- 
ness model. Chandra currently 
owns all ICL teams but is realising 
selling them, IPL style, makes 
more sense. 

Hopefully, ICL will loosen the 
control politicians have over cri- 
cket. This forces players to woo poli- 
ticos who use them to draw crowds. 
The mixing of India’s two favourite 
pastimes has also led to numerous 
cricketers turning into (failed) 
politicians. It is time both focused 
on becoming masters of their own, 
and not each other’s, domain. 
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Heart Of The Matter 


The alternative procedure termed as ‘off-pump 


coronary bypass’ cannot always find 
application, specially in emergency cases 
(‘Deadly Mistake’, BW, 10 November 2008). 
Dealing with multiple coronary blocks is a 
complicated affair. In the case of Jayant 
Bhuyan, the surgeon was at least honest 
enough to admit the existence of some 
complication. Being a cardiologist, I can attest 
to the nuances, stress and difficulties associated 
with such a highly complex field. 

Mahesh Kapasi, New Delhi 


Lost Lustre 

The sudden and catastrophic fall in the US 
economy has had a direct impact on the 
manufacture and export of Chinese 
commodities, especially on garment and toy 
industries (“The Losing Game’, BW, 10 
November). It is no surprise that China has 








True Urbanisation 


A country without infrastructure is like a body without a 
backbone (‘Undoing The Urban Tangle’, BW, 10 November 
2008). The commercial capital of India (read Mumbai) is 
struggling to provide basic infrastructure to its population 
and the story is no different in other metros, namely 
Bangalore, Kolkata and Delhi. The attraction of setting in 
metropolitan cities has resulted in pressure on existing city 
infrastructure. The city management authorities of the local 
governments should plan and construct new cities keeping 
sustainability in mind. For instance, lack of infrastructure 
in Mumbai has led to mass migration to Navi Mumbai. 

We dream about being on a par with Shanghai in the near 
future, but to attain that the local governments have to be 

a little more proactive. 


Prashant Rajput, via email 


been stimulated by the idea of establishing 


international trade with Europe and 


Australia owing to declining demand 
from the US. The once ‘Global Toy City’ has 


lost its lustre despite the advent of 


Christmas, when the US places heavy orders 
for its sparkling Christmas decor. 
Tanmoy Neogy, Mumbai 


Backward Spirits 


Unless all of us are ready to confront the 
problem (unemployment of local population) 
without personal bias, finding a solution 
would be difficult (‘Backward Sprint’, BW, 3 
November 2008). The bankrupt policies of 
state governments of Bihar, Jharkhand and 
Uttar Pradesh, coupled with the planners’ 
failure in discouraging migration of the 
youth from these states, have resulted in the 
current turmoil. The government needs to 
offer incentives to small industries in rural 


areas so that they create jobs there. 


Narendra M. Apte, Mumbai 


Corrigendum 


The Fianchetto section in BW (10 November 
2008) said Reliance Industries (RIL) had 
shut down two of its four polypropylene 
plants in Gujarat due to diminishing 
demand. In fact, the plants were only 


temporarily closed for maintenance 


purposes. The error is regretted. 





Letters may have been edited for brevity. 
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Subhash Chandras Indian 
Cricket League is doing better 
than expected, but can it sur- 
vive the BCCTS scorn? 

40O Interview: Subhash Chandra 


The Zee Groups chairman on why he is 
upset with the Indian cricket board. 
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ECONOMY 


Who Is 


Has the 
finance 
minister's 
role dimini- 
shed in the 
government? 


IRONY: Despite 
Chidambaram being the 
finance minister, the 
PM is relying heavily on 
Montek Ahluwalia 








IN THE MIDST OF A 
global financial crisis 
and an impending 
slowdown in India, it 
appears the Union 
finance ministry and 
its minister P. Chida- 
mbaram, have been 
sidelined in crucial 
decision-making to 
manoeuvre the 
Indian economy. 

For one, Prime 
Minister Manmohan 
Singh — himself a 
former finance minis- 
ter as well as a former 
RBI governor — has 
taken charge of all 
economic and finan- 
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cial issues. He relies 
heavily on his trusted 
aide and Planning 
Commission Deputy 
Chairman Montek 
Singh Ahluwalia. And 
now, in a surprise 
move, Raghuram Ra- 


jan, former chief 


economist at the In- 
ternational Monetary 
Fund, has been ap- 
pointed economic 
adviser to Singh. 

The appointment 
comes barely a few 
months before the 
tenure of the UPA 
government ends, 
and when the govern- 


4 A 


he Boss: 


ment already has 
Arvind Virmani as the 
chief economic advi- 
sor (CEA) as well as 
Shubhashis Gan- 
gopadhyay as eco- 
nomic adviser to the 
finance minister. 
Over the next few 
days, while Chidam- 
baram will attend the 
G20 finance minis- 
ters meet on 8 Nov- 
ember, the Prime 
Minister will be 
accompanied by 
Ahluwalia at the 
crucial G20 summit 
in Washington on 
15 November. 
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Ahluwalia is proba- 
bly better suited to go 
with the PM on this 
trip. Prior to becom- 
ing the deputy chair- 
man ofthe Planning 
Commission, he was 
the first director of the 
IMF's watchdog, the 
Independent Evalua- 
tion Office (IEO). 

A crisis of this mag- 
nitude may require 
the head of the gov- 
ernmenttotake a 
more active role, but 
the finance ministrys 
diminished status is 
far too conspicuous. 

BW Bureau 


billion dollars. The stimulus package approved by Germany to take its economy through the crisis. 
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"We will come out of the consequences 


of the world economic crisis stronger than we were." 
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POLITICS 


Caste Vote 


Why most 


Indian 
politicians 
think caste 
can earn 
them votes 


HIGH DRAMA: 

Laloo Prasad Yadav has 
been the latest to 
threaten to resign 


GOLDEN FALL 


WINNING ELECTIONS IN 
India has degenerated 
into an ugly assertion 
of caste and fanning 
passions to gain terri- 
torial hegemony. In 
the run-up to elections 
in five states, BSP lea- 
der Mayawati, who as- 
pires to become the 
Prime Minister some 
day, has announced 
that if her party wins, 
sharing of power at the 
Centre will be based 
on contribution (in 
terms of votes) by each 
caste to her victory. 
Raj Thackeray's 
Maharashtra Navnir- 
man Sena (MNS)is 
driving out north Ind- 
ians from Mumbai be- 
cause, according to 
him, they take away 
jobs meant for locals. 


Barrick Gold, the world's largest gold producer, 
said third-quarter profit fell 26 per cent after it 
wrote down the value of investments in 
companies including Highland Gold Mining. 


Net Income 





1Q 2Q 3Q 
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The party has sought for resignations was 
special status for Ma- ^ started by DMK’s Ka- 
harashtrians in the runanidhi, who asked 
state. Reacting to this, all his MPs to send in 
RJDs Lalu Prasad their resignations to 
Yadav has issued a protest against the go- 
threat to pull down vernments inaction 
the government if it over Sri Lankas offen- 
fails to take action sive against the LTTE. 
against the MNS and Resigning just be- 
has threatened his fore the Lok Sabha's 
party MPs will resign term is to end is most 
from Parliament. Sa- convenient. You get 
mata Party’s Nitish political mileage but 
Kumar, too, hasasked don’t lost much in 
his MPs to resign. But terms of perks of office. 
the trend of demand M. Rajendran 
CHINESE DUMPING 





The Iranian Parlia- 
ment has dismi- 
ssed Interior Mini- 
ster Ali Kordan for 
claiming to poss- 
ess a doctorate 
from Oxford, wh- 
ich he never ear- 
ned. This is a 
setback for Presi- 
dent Mahmoud 
Ahmadinejad, who 
stood by Kordan, 
insisting the min- 
ister should not be 
judged on one 
“piece of torn 
paper". Kordan 
had taken up the 
Cabinet post just 
three months ago. 


FEAR OF THE UNKNOWN 


THE BIGGEST CONSUMERS OF CHINESE 


goods, the Americans, are tighte- goods could find their way into 
ning their purse strings even as India where quality controls are 
banks are stifling their credit weak and consumers relatively 
limit. Consumer spending in the flush with cash. In fact, companies 
US has dropped by 3.1 per cent such as Hindustan Unilever and 
from the earlier quarter. Whirlpool are reporting profit 
Meanwhile, western food stand- ^ margin increases of 34 per cent 
ards agencies are recalling tainted and 123 per cent respectively. But 
Chinese milk and flavoured body so far the government has done 
spreads that contained poisonous little to track the import of tainted 
melamine-tainted milk solids that — food and milk from China. Given 
sickened babies in China. This New Delhi has done precious little 
leaves China, now India's largest to curb domestic adulteration of 
trading partner, with a surplus of milk, that is not entirely surprising. 
goods that the West does not cons- Manashwi 
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VENTING 
THEIR RAGE 


Demonstrators 
carry pictures 

of Syrian President 
Bashar Assad, 
Syrian flags 


a a I 


^ 


and banners as 
they rally at the 
al Yarmouk Pales- 
tinian refugee 
camp near 
Damascus on 

4 November 2008, 
in protest against 
the 26 October 
raid by US troops 
inside Syria, 
which killed 

eight people. 
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MUTUAL FUNDS 


Corporate Cut 


Mutual funds 
are having a 
tough time 


THE FINANCIAL CRISIS 
seems to be hitting the 
Indian mutual fund 
industry hard. 
Following the drastic 


retalni Ng fallin stockmarkets, 
C orporate corporate investors, 

š who account for 55 

Investors per cent of the Rs 6- 


lakh crore plus indus- 


try, have withdrawn 
close to Rs 1lakh 
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crore. Insiders say 
mutual funds are plea- 
ding with large cor- 
porates, which have 
withdrawn over 25 per 
cent of their exposure, 
not to ditch them in 
this hour of crisis. 
“Credit is like a 
breath of air,” says 
Sandesh Kirkire, CEO 
of Kotak Mutual 
Fund. “You only feel it 
when it’s not there.” 
Last month, the Rese- 
rve Bank of India had 
permitted mutual 
funds to raise funds 
against Certificate of 
Deposits. Before it 
could rejoice, the 
industry is faced with 
a new problem — re- 
demption pressure 
from corporates. 
Mutual funds have 
no choice but to plead 
them to stay back. 
Sreevalsan Menon 
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Isro Does A Google 


CLOSE ON THE HEELS OF THE SUCCESSFUL 
launch of Chandrayaan, ISRO will soon 
launch an Indian Remote Sensing (IRS) 
image portal called ‘Bhuvan’, which will 
provide online maps based on Geographi- 
cal Information System (GIS). *It is equi- 
valent to Google Earth, but is going to be 
much more precise,” says G. Madhavan 
Nair, chairman of ISRO. Bhuvan, which 
means Earth, will provide images from as 
close a distance as 10 metres. 


South Asia has the highest number of casualties from snake bites in the world, according to a study 
by US-based Public Library of Science Medicine. 
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MEDIA 


STRIKING PLOT 


' THE TELEVISION INDU- 


stry is in a strange 
bind. Cine workers 
who run the produc- 
tion floors have gone 
on strike against con- 
tent production com- 
panies since 18 Oct- 
ober. The reason: 
content production 
firms such as Balaji 
Telefilms and Ende- 
mol are underpaying 
them. Caught in the 
crossfire are broad- 
casting firms Star 
Plus and Sony Enter- 
tainment Television. 
With very little fresh 
content being relea- 
sed, viewers are alre- 
ady suffering repeats 


Technology 
holds the 
key in 

the coal- 
to-liquid 
project 


SMALL DETAIL: 
Sasol's technology 
seems to have an edge 
over Headwaters's 








in the afternoon. 
“The situation could 
get worse if the strike 
is not called off,” 
says Albert Almeida, 
executive vice-presi- 
dent at Sony. 

The broadcasters 
have given an ultima- 
tum to both the con- 


ENERGY 


tent companies and 
the workers to sort 
out the matter by 9 
November. Perhaps 
the only silver lining 
is that it has brought 
the forever squab- ` 
bling broadcasters 
together. 

Gurbir Singh 
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10 Zhou Furen & family 


Figures are net worth in $billion in 2008 


Hard Choice 


COMPANIES ARE SPA- 
rring for the maiden 
coal to liquids (CTL) 
project, which is 
expected to produce 
80,000 barrels of oil a 
day for the country. As 
the government is 
zeroing in on a private 





player who would 
offer the best techno- 
logy, the Tatas have 
written to the govern- 
ment about “techno- 
logy risks” associated 
with the technology 
adopted by Mukesh 
Ambani's Reliance 


BLOOMBERG 


Industries (RIL). 

RIL has technolo- 
gical partnership 
with US-based Head- 
waters Energy servi- 
ces, while Tatas have 
a tie up with Sasol, 
the South African 
company that pionee- 
red the CTL concept 
way back in 1955. 

While Headwaters 
uses its proprietary 
direct coal liquefact- 
ion process, Sasol ad- 
opts the indirect coal 
liquefaction method 
using the ‘Fischer- 
Tropsch’ process. In 
the former approach, 
the coal is dissolved 
in a solvent at high 
temperature and 
pressure, the latter 
gasifies the coal and 
then condenses it to 
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Source: Forbes | 


form petroleum 
products. Nothing is 
clear though about 
which is the best and 
proven method. 

“CTL technology is 
still not proven on a 
large scale, but there 
is vigorous R&D 
going on globally in 
this area,” says Anish 
Tripathi, partner 
(strategic services 
group) at Grant 
Thornton. 

India is conside- 
ring using Head- 
waters’ technology, 
but Sasol seems to 
have an edge after 
Tatas mentioned in 
their letter that China 
has recently pulled 
out of a deal with 
Headwaters. 

Muthukumar K. 


billion dollars. The FDI inflow into India in September 2008, a growth of 259 per cent over last year. 
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Next-gen deal 
Microsoft and LG 
Electronics have sig- 
ned an agreement on 
the next-gen mobile 
devices. The two 
firms will work to- 
gether on research 
and development, 
marketing, applica- 
tions, and services for 
mobile convergence 
devices. “This agree- 
ment will create criti- 


Good news 

Chinese auto maker 
First Automobile 
Works (FAW) is re- 
portedly planning to 
set up a low-cost, sm- 
all car factory in West 
Bengal. The move 
assumes significance 
as it comes within a 
month of the Tata 
Groups unceremoni- 
ous withdrawal from 
the state following 
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finance and 


bed capacity of 100, 





Dadri-Bawana-Nan- 
gal natural gas pipe- 
line to Himachal 
Pradesh. Using its 
commercial and 
technical expertise, 
Gail will also ensure a 
supply of environm- 
ent-friendly fuel to 
the industrial, do- 
mestic and transport 
sectors, thus preven- 
ting pollution. 


cal momentum inthe protests against its accounting, order which will be Betting on China 
industry,” says Yong celebrated Nano management, custo- extended to 200. US food and drinks 
Nam, vice-chairman project. mer services and major PepsiCo is 

and CEO of LG human resources. Natural gain investing $1 billion in 
Electronics. Wipro's spirit Gas Authority of In- China over the next 





Wipro BPO, the out- 
sourcing arm of 
Wipro Technologies, 
has set up a ‘shared 
services centre' at 
Curitiba in Brazil for 
Latin Americas lar- 
gest brewery comp- 
any Ambev. The cen- 
tre will provide servi- 
ces to AmBev across 
Latin America in 


Apollo goes to 
Seychelles 

Apollo Hospitals 
Group has signed an 
agreement with 
Seychelles Interna- 
tional Specialist Me- 
dical Centre to set up 
a tertiary hospital in 
Seychelles by April 
2009. The hospital 
will have an initial 


dia (Gail), the largest 
gas distribution 
organisation, has sig- 
ned a Rs 2,500-crore 
agreement with the 
Himachal Pradesh 
government to con- 
nect the hill state to 
the natural gas dom- 
ain. As per the agree- 
ment, Gail will 
extend the 610-km 
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and efficiency. Genpact and WNS Global Ser- 
vices, for example, were originally set up to do 
work only for their parent organisations — GE 
and British Airways. They turned independent 
only after 2002, and started working for com- 
panies other than their parent outfits. Now, by 
buying other captive BPOs going under the 
block, they want to broaden their services port- 
folio and look beyond their traditional areas of 
expertise. 

Take global financial services firms: their 
captive BPOs, set up in locations that have cost- 
advantages and skilled manpower, have been 
badly affected by the American subprime mess. 
India is home to more than 60 such BPOs that 
include major US banks such as Citibank, in- 
vestment banking companies such as Morgan 
Stanley and insurance firms such as Aviva. Cap- 
tive BPOs of companies other than financial 
services firms, which include a whole host of US 
and European firms, are also likely to be af- 
fected as their business models become unsus- 
tainable against the backdrop of the ongoing 
credit crunch. Forrester Research estimates, and 
other industry watchers concur on the basis of 
the recent sell-offs, that the captive centre strat- 
egy adopted by global firms has failed in India. 
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WNS GLOBAL SERVICES 
NEERAJ BHARGAVA, CEO 


Took over Aviva's BPO operations 
for $228 million 


NEW ALLIANCES 


Captive BPO centres of companies that have been sold off recently 














Citigroup Global Banking and financial Oct TCS 

Services services 2008 

General Electric Financial services Aug Genpact 

Money (Gautemala) 2008 

Aviva Global Insurance and Jul WNS 

Services financial services 208 č 

Barclays Bank-HDFC Banking and Jun 

joint venture financial services 2007 

British Airways Insurance claims and Jul WNS 
2006 


financing operations 





At the centre of the problem are issues simi- 
lar to the ones faced by all IT services compa- 
nies. “Unrealistic cost models, attrition amo- 
ngst employees, a lack of process integration 
and lack of adequate management support are 
the key troublesome causes,” says Forrester's 
Apte. Today, he adds, approximately 15 per cent 
of all captive BPOs are working on an exit plan. 

Industry analysts say that in addition to the 
recent sell-offs, three to four captive BPO out- 
fits of UK-based firms are on the block. There is 
much speculation that Lloyds TSB, a British 
bank — which has its captive back office in Ban- 
galore — is mulling over selling off that centre. 

Independent Indian BPOs feel they can take 
advantage of the situation that captive BPOs 
are finding themselves in. "Most captive BPOs 
come with quality manpower and great famil- 
iarity in business processes due to their parental 
links,” says Salil Parekh, executive chairman of 
Capgemini India. Viral Thakker, director of 
sourcing advisory at KPMG, agrees, "Captive 
BPOs, despite the situation that their parent 
companies are in at the moment, are still an at- 
tractive proposition primarily due to their 
workforce." 

But before rolling out the champagne, listen 
to other voices. “There are questions about the 
valuation of these businesses,” says a senior offi- 
cial of a Mumbai-based independent BPO, who 
does not wish to be named. “Third-party BPOs 
may find them too high.” Also, “it does not make 
sense to buy an Indian outfit for $700 million, 
unless it can assure us revenues over the next 
5-10 years,” says the chief of a company that is a 
potential buyer. Sellers, however, find their 
valuations fair. 
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IT SECURITY 


No Private Affair This 


by P. Hari in San Francisco 


IMAGINE THIS SITUATION. YOU GET A 


Cyber thieves . 
MAIL from someone you know, and 


are ta rgeting he has sent a link to a video clip that 
confidential you ae interested in. You click on 






data of users 
with renewed 


vigour 










the link, and it takes you to YouTube 
with a video that you obviously 
recognise. You are then asked to 
download the latest version of flash 
player to watch the video. You do 
that without a second thought, and 
without your knowledge your com- 
puter has become part of a botnet, 
an automated computer network 
that can do malicious stuff. 

As shown by this example, quoted 
in a recent report from the Georgia 
Tech Information Security Centre, 
cyber criminals have learnt to use le- 
gitimate websites to propagate mali- 
cious software. IT security threats 
are no longer about viruses or worms 
that simply mess with your com- 


E 
puter. Modern malware does not mA ° 
1 1 T TEE 
cause disruption. In most cases, you é aes gp 


do not even know that they are there. 
They silently take data from your 
computer and record your online 
transactions, and steal your business, 
your money, and your identity. 
Sometimes, even antivirus softwares 
do not help. Says Kristin Lovejoy, di- 
rector corporate security strategy at 
IBM, “The ability to breach security 
is now a big business.” 

Recent studies have documented 
the rapidly changing security land- 
scape and the rising new threats. On 
the one hand, the sheer amount of 
malware is rising exponentially. 
Here are a few examples. US security 
evangelist Ryan Naraine estimates 
that malware will grow 10-fold this 
year. The Georgia Tech Informa- 
tion Security Centre says that bot- 


ILLUSTRATION: ANTHONY LAWRENCE 









nets now involve 15 per cent of all computers 
connected to the Internet, up from 10 per cent 
last year. Industry experts now believe that the 
number of all malicious software programs — 
viruses, spyware, botnets — may now have 
overtaken the number of good programs, al- 
though this fact is difficult to prove. 

Symantec, an IT security company, estimates 
that spam now comprises 80 per cent of all 
email, up from 8 per cent in 2001, and that one 
out of 617 spam messages contains a malicious 
code. “We saw a million new signatures this 
year, and that means there are at least one mil- 
lion new threats,” says Steve Trilling, vice-presi- 
dent of Symantec's Security Technology and Re- 
sponse Group. “In all these years, we have seen a 
total of 800,000 threats. We are seeing an ex- 
plosion in the amount of malware.” 

There is a change in the nature of the threats 
as well. A few months ago, an IBM study found 
that while vulnerabilities (a weak link in the se- 
curity infrastructure) are increasing rapidly, 
the focus of attention is shifting from the oper- 

ating system to the Web browser and multime- 
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ca 





dia applications. Also under attack are VoIP 
(Voice over Internet Protocol) and wireless net- 
works. In the browser, plug-ins are the most ob- 
vious target of cyber criminals. The IBM study 
surveyed major corporations who disclosed — 






confidentially — the number of vulnerabilities 
in their companie 1 per cent of all vulnerabil- 
ities were related to the browser, and of these 78 





per cent were re ted to plug-ins. 

Social networks are an obvious target, and of- 
ten an easy source of sensitive personal informa- 
tion. Readers of this story would have received 
requests from known friends to join a social net- 

work. Often, these emails are sent by bots, even 
if they are from a legitimate and known email 
ID. Social networking sites employ a program 
called Captcha — as do many other sites — cre- 
ated first by Carnegie Melon University profes- 
sor Luis von Ahn to stop fraudsters from creat- 
ing thousands of email IDs and then sending 
spam. Captcha, which distorts the letters of a 
word in a way that can be identified only by a hu- 
man, is widely employed by many companies to 
distinguish between humans and automated 
programs. It works perfectly in such circum- 
stances, but fraudsters have found a way out. 

Captcha creators assumed that human be- 
ings do not have the time and energy to spend 
millions of hours in front of the computer just 
to solve Captchas. However, with so much 
cheap labour around in the world, solving 
Captchas is even becoming a business. One site 
called Decaptcha.com, supposedly from a coun- 
try where labour is cheap, advertises to solve 
1,000 Captchas for just $2. This means that you 
need only $100 to break 50,000 captchas. Once 
you get 50,000 fake IDs or social networking 
profiles that can be the first step towards fool- 
ing someone and obtaining sensitive data. 

This year, the media had reported that 
Captchas of Microsoft, Google, Yahoo and 
many social networking sites — Bebo, for exam- 
ple — had been broken. An October report by 
Message Labs, a cyber security firm, reports the 
breaking of the Captcha of Google Blogspot. 
Captcha breaking has become one ofthe biggest 
security issues of this year; obviously there are a 
lot of weak captchas out there waiting to be bro- 
ken. Some of the Captchas are broken by soft- 
ware programs. Says von Ahn, "Ifthe characters 
in a Captcha are easy to separate from one an- 
other, computers can decipher them very well.” 

Two weeks ago, Georgia Tech identified ma- 
jor trends that could affect IT security in 2009, 
and all of them are driven by the motivation to 
get sensitive data. For example, botnets could 
become a major security threat in the next few 













years. They can be delivered through a variety of 


Vi rtual Venom 


IT security threats are no longer about viruses 
worms that simply mess with your computer 


ways, and can lure even professionals well 
trained to avoid security threats. Criminals have 
developed sophisticated ways to fool them. Not 
many, for instance, would suspect foul play 
when a trusted site asks them to update a piece 
of software they already have. 

Botnets lie quiet and avoid detection for a 
long time. When your aim is to make money, you 
would not want to advertise yourself. Malware is 
usually a single attack. Bots remain in your PCs 
and keep communicating with the ‘master for a 
long time and even updates itself. Says Trilling, 
“A slight slowing down of your machine is often a 
warning sign that a malicious program is at 
work.” In the earlier days, viruses spread havoc 
everywhere. These days, many attacks are 
specifically targeted at someone. And quite of- 
ten, even after the attack has been discovered, 
the attacker is not. A recent report by Pricewa- 
terhouseCooper says that 42 per cent of attacks 
this year were from unknown sources. 

While we learn to deal with botnets, viruses, 
spyware and phishing on our computers, there is 
anew security problem in the horizon: VoIP net- 
works and cell phones. VoIP networks have been 
vulnerable to attacks from criminals. As these 
networks spread, risks increase. Likewise, cell 
phones will also be targeted as people use them 
to make sensitive transactions. As the example 
of iPhone shows, mobile device capabilities have 
gone well ahead of security. They are capable of 
complex transactions without the underlying se- 
curity of antivirus software and firewalls. Watch 
while you transact on your poss 


m 
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I Tech Talk 


SCIENCE BUZZ The fortnightly update on innovations and tech policies 


New Energy Source? 





The European Space 
Agency's Cluster fleet 
and Nasas THEMIS 
probes have proved 
the existence of 
magnetic portals that 
connect the Earth and 
the sun. Called flux 
transfer events 
(FTEs), these 
connections are 
established every 
eight minutes when 
the Earth's magnetic 


J. RAEDER 


field presses against 
the suns, and they 
merge, briefly. A 
cylindrical portal 
about as wide as the 
Earth is formed, and 
can be active or 
passive in nature. 
Active FTEs, which 


of the Earth's mag- 
netic field, could 
potentially become a 
source of energy. 
How? Now, that is 
an answer we would 
like to know. 


Muscle Power 
Duchenne muscular 
dystrophy (DM D), 
the severest form of 
muscular dystrophy 
(irreversible 
weakening of 


are channels of energy 


muscles), happens 
because the mutated 
dystrophin protein 
fails to anchor 
correctly to the 
muscle membrane. 
Now, research on 
sarcospan — another 
protein in the 
anchoring complex — 
shows promise. On 
increasing sarcospan 
expression in mice 
afflicted with DMD, 
scientists noticed that 





while it did not 
improve dystrophin's 
interaction, it 
increased the spread 
of another protein, 
utrophin (a 
dystrophin relative) 
on the muscle 
membrane, making 
the muscle stronger. 


Nano Technology 

In drug research, a lot 
of effort is being 
focused on creating 
methods that can 
treat a specific part 
of the body. In one 
such effort, a team of 
scientists from the 
University of 
California, San 

Diego and Arizona 


State University in the 


US has developed 








nanorods that swim 
almost as fast as 
the most efficient 
biological 
nanomotors — 
flagellated bacteria. 
A conceivable use 


for such nanorods 
could be rapid 
transportation of 
drugs to specific 
target areas for 
treatments such 
as cancer. 








Watching The 
Brain In Action 


MRI Acquisition 


New technologies are 
being developed that can let us see the 
brain with unprecedented detail 





PUBLIC LIBRARY OF SCIENCE (PLOS) 
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OF ALL THE HUMAN ORGANS, THE BRAIN 
is the most difficult to crack. How 
do you look inside an organ that 
science writer Isaac Asimov 
described as the most complex 
lump of matter in the universe? 
The usual techniques of X-rays, 
ultrasound and even MRIs 
(magnetic resonance imaging) had 
only limited impact on neurology 
in the beginning. But as new 
techniques are developed, brain 
research and neurology have 
changed significantly. 

MRIs use magnetic fields and 
radio waves to image the tissue. In 
a magnetic field, each point in the 
tissue has a unique radio 
frequency that can be used to 
construct an image. This image, 
however, provides only an 
understanding of the structure. 
How do we map the function? 
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Functional MRI, developed as 
late as the 1990s, now has 
become an indispensable tool. It 
uses properties of the 
haemoglobin to map blood flow. 
You can now literally and 
metaphorically see inside the 
brain, mapping portions of it 
during a specific kind of thought 
or other activity. But it does not 
stop here. 

Now, instrumentation 
specialists are developing 
techniques that let us see the 
brain with unprecedented detail. 
They use molecules passing 
through the nerve, water actually, 
to image tiny, individual neurons. 
This technique, developed this 
year, is called diffusion spectrum 
imaging. It lets scientists address 
one shortcoming of functional 
MRI: the relationship of structure 
to function. We can only imagine 
what these two techniques can 
bring us in the next few years. 


$12,000,000,000,000 


( That's 12 Trillion Dollars’) 
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t of money at risk — don t waste it. 


You are now in the projects business where project 
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management IS the Currency OT SUCCBSS. 


In order to lead, you first have to manage. 


There are 12 trillion reasons for you to visit 


Project Management Institute 
Making project management indispensable for business results. 


PMI is an autonomous, non-profit, global membership association dedicated to advancing the practice and science of project management 


* Figure in U.S. dollars. Source: Managing Capital Projects for Competitive Advantage, McKinsey Quarterly, June 2008 
©2008. Project Management Institute, Inc. All rights reserved. “PMI,” the PMI logo and "Making project management indispensable for business results" 
are registered marks of the Project Management Institute, Inc. 0 72-040-2008 (07-08) 
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3D IMAGING 


See To Believe 





CREATIVE EDGE: 
Microsoft Research’s 
demo shows how a 
user can view 3D 
images of different 
areas of a temple 


A digital 
heritage 
project plans 
to revive 
India’s 
cultural past 


REMEMBER THE BUDD- 
has of Bamiyan? The 
colossal 125-ft statues 
of the Buddha that 
were destroyed in 
March 2001 by the 
Taliban in Afgha- 
nistan? You need not 
depend on memory 
any more if you want 
to ‘see’ the statues. 
The Zurich-based 
ETH (or the Swiss 
Federal Institute of 
Technology) used 
photographs from the 
Web, tourists and 
metric images by 
professors who had 
visited the site in 
1970, and 
reconstructed a 3D 
computer image 
using software such 
as VirtuoZo photo- 
grammetric systems. 

Reconstructing 
rapidly disappearing 
historical marvels in 
2D or 3D image 


format is becoming 
popular. A few 
Tambos, structures 
built for adminis- 
trative and military 
purposes by the 
Incas, at Peru have 
also been documen- 
ted virtually. Data 
was collected using 
static differential 
global positioning 
system, kite aerial 
photography, and 
long- and close-range 
laser scanning. 
Software such as 
Autocad for vector 
editing, AroView for 
GIS and Rapidform 
for 3D modelling 
point processing were 
used to recreate the 
virtual version. 

Now, Indian 
Digital Heritage 
(IDH), a joint 
research project of 
the Department of 
Science and 


Technology (DST), 
academia and 
Microsoft (MS) 
Research, aims to do 
the same for Indian 
historical sites. 
“Data with the 
Archaeological 
Survey of India on 
monuments are in 
various incompatible 
formats,” says P.J. 
Narayanan, dean of 
Centre for Visual 
Information Tech- 
nology at the Indian 
Institute of Informa- 
tion Technology, 
Hyderabad. “The 
project will use MS's 
technological ability, 
academician’s 
analysis and funds 
from the government 
to develop an open 
and standard format 
for data archival.” 
IDH plans to 
create tools that will 
enable users to make 
such reconstructions. 
Says P. Anandan, 
managing director of 
Microsoft Research 
India, “Digital 
imaging, video and 
audio processing are 
reaching a point 
where anyone can 
apply them to 
capture and recreate.” 
Already, a layman 
can recreate a 3D 
virtual image using 
photographs taken by 
an average digital 
camera. Photosynth 
(http://livelabs.com/ 
photosynth/), a 
program developed 
by MSs LiveLabs, 
can go through your 
photo album, analyse 
the pictures and 
choose the ones it 
needs to create a 3D 
model by selecting 
little patches from 
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the photographs 
and floating them 
around together in a 
process called the 
pint cloud method. 

Standardisation of 
archival and open- 
ness of softwares 
developed remains a 
policy issue. To keep 
the project moving, 
DST has appointed a 
Project Advisory and 
Monitoring Com- 
mittee, chaired by 
professor Ashok 
Jhunjhunwala of 
IIT Madras. 

So how does a user 
— tourist, analyst or 
scientist — access 
reconstructions made 
by other end-users? 
This is one area that 
is not firmed up yet. 
Microsoft says it 
would develop tech- 
nologies such as HD 
View (high-resolution 
detailed but wide 
angle images), while 
Narayanan imagines 
delivery in the form 
of 3D movies. Muzeo 
Nazionale Romano, 
Italy's national 
museum, has adop- 
ted a mirror-effect 
method of presen- 
tation, where users 
can determine which 
areas they would like 
to see, and not follow 
a pre-determined 
path. 

IDH is a research 
project. Once the 
innovations and 
development of fancy 
tools is done, you and 
I will have to create 
the content for them 
to actually preserve 
culture. So, hone 
those photography 
skills while you wait. 
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Conference & Exhibition 
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Is Green Eneray 
.. the answer to the 
environmental challenge"? 


Get insights into the growing significance of green energy at the INFOCOM 08-09 CXO Roundtable 
- Bangalore Round presented by Texas Instruments. Organized by Businessworld, India's best-selling 
and most-read business magazine, the roundtable will feature an esteemed panel of experts who will 
discuss how organizations can effectively deploy “green energy" to ensure a safe, pollution-free 
environment and a future sans hazards. | 


Panel Discussion: Is Green Energy the answer to the environmental challenge? 
Venue: Gardenside Hall, Taj Gateway, Residency Road, Bangalore 
Date: 21st November, 2008 * Time: 5:30 pm onwards 





Panelists: CEOs & MDs of leading corporations, officials from Government of India and Government of Karnataka 
To attend call: Amitava Sarkar on +91 9379229397 or e-mail at amitava.sarkar2@abp.in 
For more information, log on to www.indiainfocom.com 
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Lama legacy 


McLeodganj 
is a small 
haven both 
for the 
spiritually- 
inclined and 
those looking 
for peace 

By Pierre 


SIREET SPIRIT: Mario Fitter 
Tourists love to hang 
out at the eating joints 


that dot the streets 
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THE DALAI LAMA AND TRANQUILITY ARE THE TWO 
major attractions for tourists who flock to this 
little suburb of Dharamsala. The 14th Dalai 
Lama, who heads the Tibetan government-in- 
exile, has been living in McLeodganj since 
1959. The place is a haven for people wanting 
to escape — London bankers searching for a 
fresh start, Israeli soldiers escaping the 
battlefield and even the odd Chinese subverting 
Beijing religious controls. 

But it is the obsessive anti-China sentiment 
that gives McLeodganj its real identity. Tales of 
Chinese repression of Tibet are told with 
passion. Colourful Tibetan flags and Free Tibet 
posters are seen everywhere in this 'Little 
Lhasa’. Not surprising as Tibetan refugees 
form a majority of the population. 
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FIND NEW 
MARkETS 
HERE. 
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GAIN 
EFFICIENCIES 
HERE. 


EXPAND 
OPERATIONS 





FROM MORE EFFICIENT OPERATIONS TO HIGHER ROI, 
YOU CAN LEARN A LOT FROM LOCATION. 


Location intelligence can tell you precisely how and where to grow. How to add more wow 

to customer service. Even how to make your operations more efficient, and your offerings 

more differentiated. To start listening, talk to the location intelligence professionals at 

Pitney Bowes Maplnfo. Through comprehensive software, expansive data sets, expert consulting 
and support, we help your entire organisation leverage the unique power of location-centric 
information for better, more informed decisions. See what location intelligence tells you. 

For more information contact us at india@mapinfo.com. Be Location Intelligent? 


See how location intelligence drives key business decisions. 
Download Location Intelligence: The New Geography of Business at mapinfo.com/location64 
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ECONOMY 


Who Ís 


Has the 
finance 
minister's 
role dimini- 
shed in the 
government? 


IRONY: Despite 
Chidambaram being the 
finance minister, the 
PM is relying heavily on 
Montek Ahluwalia 





IN THE MIDST OF A 
global financial crisis 
and an impending 
slowdown in India, it 
appears the Union 
finance ministry and 
its minister P. Chida- 
mbaram, have been 
sidelined in crucial 
decision-making to 
manoeuvre the 
Indian economy. 

For one, Prime 
Minister Manmohan 
Singh — himself a 
former finance minis- 
ter as well as a former 
RBI governor — has 
taken charge of all 
economic and finan- 
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cial issues. He relies 
heavily on his trusted 
aide and Planning 
Commission Deputy 
Chairman Montek 
Singh Ahluwalia. And 
now, in a surprise 
move, Raghuram Ra- 
jan, former chief 
economist at the In- 
ternational Monetary 
Fund, has been ap- 
pointed economic 
adviser to Singh. 

The appointment 
comes barely a few 
months before the 
tenure of the UPA 
government ends, 
and when the govern- 


ment already has 
Arvind Virmani as the 
chief economic advi- 
sor (CEA) as well as 
Shubhashis Gan- 
gopadhyay as eco- 
nomic adviser to the 
finance minister. 
Over the next few 
days, while Chidam- 
baram will attend the 
120 finance minis- 
ters’ meet on 8 Nov- 
ember, the Prime 
Minister will be 
accompanied by 
Ahluwalia at the 
crucial G20 summit 
in Washington on 
15 November. 
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Ahluwalia is proba- 
bly better suited to go 
with the PM on this 
trip. Prior to becom- 
ing the deputy chair- 
man of the Planning 
Commission, he was 
the first director of the 
IMF' watchdog, the 
Independent Evalua- 
tion Office (IEO). 

A crisis of this mag- 
nitude may require 
the head ofthe gov- 
ernment to take a 
more active role, but 
the finance ministry's 
diminished status is 
far too conspicuous. 

BW Bureau 


billion dollars. The stimulus package approved by Germany to take its economy through the crisis. 
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"We will come out of the consequences 


of the world economic crisis stronger than we were. 





POLITICS 


Caste Vote 


Why most 
Indian 
politicians 
think caste 
can earn 
them votes 


HIGH DRAMA: 

Laloo Prasad Yadav has 
been the latest to 
threaten to resign 


WINNING ELECTIONS IN 
India has degenerated 
into an ugly assertion 
of caste and fanning 
passions to gain terri- 
torial hegemony. In 
the run-up to elections 
in five states, BSP lea- 
der Mayawati, who as- 
pires to become the 
Prime Minister some 
day, has announced 
that if her party wins, 
sharing of power at the 
Centre will be based 
on contribution (in 
terms of votes) by each 
caste to her victory. 
Raj Thackeray's 

Maharashtra Navnir- 
man Sena (MNS) is 
driving out north Ind- 
ians from Mumbai be- 
cause, according to 
him, they take away 
jobs meant for locals. 


GOLDEN FALL 


Barrick Gold, the world's largest gold producer, 
said third-quarter profit fell 26 per cent after it 
wrote down the value of investments in 
companies including Highland Gold Mining. 


Net Income 





1Q 2Q 3Q 
Bloomberg 
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The party has sought 
special status for Ma- 
harashtrians in the 
state. Reacting to this, 
RJDs Lalu Prasad 
Yadav has issued a 
threat to pull down 
the government if it 
fails to take action 
against the MNS and 
has threatened his 
party MPs will resign 
from Parliament. Sa- 
mata Party's Nitish 
Kumar, too, has asked 
his MPs to resign. But 
the trend of demand 





for resignations was 
started by DMK' Ka- 
runanidhi, who asked 
all his MPs to send in 
their resignations to 
protest against the go- 
vernments inaction 
over Sri Lanka offen- 
sive against the LTTE. 
Resigning just be- 
fore the Lok Sabha's 
term is to end is most 
convenient. You get 
political mileage but 
dont lost much in 


terms of perks of office. 


M. Rajendran 


CHINESE DUMPING 


FEAR OF THE UNKNOWN 





The Iranian Parlia- 
ment has dismi- 
ssed Interior Mini- 
ster Ali Kordan for 
claiming to poss- 
ess a doctorate 
from Oxford, wh- 
ich he never ear- 
ned. This is a 
setback for Presi- 
dent Mahmoud 
Ahmadinejad, who 
stood by Kordan, 
insisting the min- 
ister should not be 
judged on one 
"piece of torn 
paper". Kordan 
had taken up the 
Cabinet post just 
three months ago. 


THE BIGGEST CONSUMERS OF CHINESE ume. Experts worry these rejected 
goods, the Americans, are tighte- goods could find their way into 
ning their purse strings even as India where quality controls are 
banks are stifling their credit weak and consumers relatively 
limit. Consumer spending in the flush with cash. In fact, companies 
US has dropped by 3.1 per cent such as Hindustan Unilever and 
from the earlier quarter. Whirlpool are reporting profit 
Meanwhile, western food stand- ^ margin increases of 34 per cent 
ards agencies are recalling tainted and 123 per cent respectively. But 
Chinese milk and flavoured body so far the government has done 
spreads that contained poisonous little to track the import of tainted 
melamine-tainted milk solids that food and milk from China. Given 
sickened babies in China. This New Delhi has done precious little 
leaves China, now India's largest to curb domestic adulteration of 
trading partner, with a surplus of milk, that is not entirely surprising. 
goods that the West does not cons- Manashwi 
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VENTING 
THEIR RAGE 


Demonstrators 
carry pictures 

of Syrian President 
Bashar Assad, 
Syrian flags 

and banners as 
they rally at the 

al Yarmouk Pales- 
tinian refugee 
camp near 
Damascus on 

4 November 2008, 
in protest against 
the 26 October 
raid by US troops 
inside Syria, 

which killed 

eight people. 


MUTUAL FUNDS 


Corporate Cut 


Mutual funds 
are having a 
tough time 


retaini Ng fallin stockmarkets, Sandesh Kirkire, CEO 
corporate corporate investors, of Kotak Mutual š 

f who account for 55 Fund. “You only feel it eii 

investors per cent of the Rs 6- when it's not there” z 


THE FINANCIAL CRISIS 
seems to be hitting the 
Indian mutual fund 
industry hard. 
Following the drastic 


lakh crore plus indus- 
try, have withdrawn 
close to Rs 1 lakh 


crore. Insiders say 
mutual funds are plea- 
ding with large cor- 
porates, which have 
withdrawn over 25 per 
cent of their exposure, 
not to ditch them in 
this hour of crisis. 
“Credit is like a 
breath of air,’ says 


Last month, the Rese- 
rve Bank of India had 
permitted mutual 
funds to raise funds 
against Certificate of 
Deposits. Before it 
could rejoice, the 
industry is faced with 
a new problem — re- 
demption pressure 
from corporates. 
Mutual funds have 
no choice but to plead 
them to stay back. 











Isro Does A Google 


CLOSE ON THE HEELS OF THE SUCCESSFUL 
launch of Chandrayaan, ISRO will soon 
launch an Indian Remote Sensing (IRS) 
image portal called ‘Bhuvan’, which will 
provide online maps based on Geographi- 
cal Information System (GIS). “Tt is equi- 
valent to Google Earth, but is going to be 
much more precise; says G. Madhavan 
Nair, chairman of ISRO. Bhuvan, which 
means Earth, will provide images from as 
close a distance as 10 metres. 
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Sreevalsan Menon 


—— Ew Y 2S 


South Asia has the highest number of casualties from snake bites in the world, according to a study 
by US-based Public Library of Science Medicine. 


E 


17 NOVEMBER 2008 Í Ü BUSINESSWORLD 





UJO2 ]IJDJ]JPLUIAA]UOQ ieu i RRR 099-540 “Ud peqepə Luv d pOJEN uoi J 3JI1X9Ə1 Di] SƏ1J)Snpu| BIUE Ilo :128])UuO 
sərnbu3 9peJ| J04 `S9101]S buipea] lv ul 9]qB8]IeA^v ID|nQB1IS indben / jou] BeSNOH NOA -!equinw pe 4 sedÁg “JOM !| euJeay :I£Jn pelwN jlezeg Br u^) '4^0u^) JEDBlJIC eueiupn Jezeg Jewey wewweyy lunt Q 
JJW €1]131u2£9 :£3Je€*]0M 'p£0oX 9 W Puy YHON :Iu20y "jeg Usa! :1ebeuujef j99J]S Jezeg Dig :eJ00]equilo?) ‘peoy JEAPSYJCD :teuuau) 'peoy 9 p ‘peoy 9'y:ejojebueg epoueN '3gI9 Pp! ^H peqepeuJuy :uJooJA ous ewig Aju 






rmm n " oman 
1 thee wi waw n Rer mm » ee eme a » 
` ~ - 


ER 
`. ` 
v. 





Lo 


~ 





P P 
Er HII L 


_ 





‘VIGNI S.AVGOL 404 NOIHSV4 S.AVGOL 





“SLNAWOW 007 98 SVH LI 
SUYNOH 72 3AVH L.NS300 LI AVGOL AW 


ON ! 





MEDIA 


THE TELEVISION INDU- 
stry is in a strange 
bind. Cine workers 
who run the produc- 
tion floors have gone 
on strike against con- 
tent production com- 
panies since 18 Oct- 
ober. The reason: 
content production 
firms such as Balaji 
Telefilms and Ende- 
mol are underpaying 
them. Caught in the 
crossfire are broad- 
casting firms Star 
Plus and Sony Enter- 
tainment Television. 
With very little fresh 
content being relea- 
sed, viewers are alre- 
ady suffering repeats 


STRIKING PLOT 


Technology 
holds the 
key in 

the coal- 
to-liquid 
project 


SMALL DETAIL: 
Sasol's technology 
seems to have an edge 
over Headwaters's 





in the afternoon. 
“The situation could 
get worse if the strike 
is not called off,” 
says Albert Almeida, 
executive vice-presi- 
dent at Sony. 

The broadcasters 
have given an ultima- 
tum to both the con- 


ENERGY 





tent companies and 
the workers to sort 
out the matter by 9 
November. Perhaps 
the only silver lining 
is that it has brought 
the forever squab- 
bling broadcasters 
together. 

Gurbir Singh 


Hard Choice 


COMPANIES ARE SPA- 
rring for the maiden 
coal to liquids (CTL) 
project, which is 
expected to produce 
80,000 barrels of oil a 
day for the country. As 
the government is 
zeroing in on a private 


player who would 
offer the best techno- 
logy, the Tatas have 
written to the govern- 
ment about “techno- 
logy risks” associated 
with the technology 
adopted by Mukesh 
Ambanis Reliance 
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Liu Yongxing 


Yang Huiyan 


Liu Yonghao 


Robin Li 


Wwonnu 8 Q N) = 


Ma Huateng 





THE RICHE: T CHINESE 


Wong Kwong Yu 


Zhou Chengjian & family 


Zhang Jindong 


Du Shuanghua 


10 Zhou Furen & family 


Figures are net worth in $billion in 2008 


Industries (RIL). 


RIL has technolo- 


gical partnership 
with US-based Head- 
waters Energy servi- 
ces, while Tatas have 
a tie up with Sasol, 
the South African 
company that pionee- 
red the CTL concept 
way back in 1955. 


While Headwaters 


uses its proprietary 
direct coal liquefact- 
ion process, Sasol ad- 
opts the indirect coal 
liquefaction method 
using the ‘Fischer- 
Tropsch’ process. In 
the former approach, 
the coal is dissolved 
in a solvent at high 
temperature and 
pressure, the latter 
gasifies the coal and 
then condenses it to 
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Source: Forbes 


form petroleum 
products. Nothing is 
clear though about 
which is the best and 
proven method. 

“CTL technology is 
still not proven on a 
large scale, but there 
is vigorous R&D 
going on globally in 
this area,” says Anish 
Tripathi, partner 
(strategic services 
group) at Grant 
Thornton. 

India is conside- 
ring using Head- 
waters’ technology, 
but Sasol seems to 
have an edge after 
Tatas mentioned in 
their letter that China 
has recently pulled 
out of a deal with 
Headwaters. 

Muthukumar K. 


pi e J billion dollars. The FDI inflow into India in September 2008, a growth of 259 per cent over last year. 
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Next-gen deal 
Microsoft and LG 
Electronics have sig- 
ned an agreement on 
the next-gen mobile 
devices. The two 
firms will work to- 
gether on research 
and development, 
marketing, applica- 
tions, and services for 
mobile convergence 
devices. “This agree- 
ment will create criti- 
cal momentum in the 
industry,’ says Yong 
Nam, vice-chairman 
and CEO of LG 


Electronics. 
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Good news 

Chinese auto maker 
First Automobile 
Works (FAW) is re- 
portedly planning to 
set up a low-cost, sm- 
all car factory in West 
Bengal. The move 
assumes significance 
as it comes within a 
month of the Tata 
Group’s unceremoni- 
ous withdrawal from 
the state following 
protests against its 
celebrated Nano 
project. 


Wipro's spirit 
Wipro BPO, the out- 
sourcing arm of 
Wipro Technologies, 
has set up a ‘shared 
services centre’ at 
Curitiba in Brazil for 
Latin America’s lar- 
gest brewery comp- 
any Ambev. The cen- 
tre will provide servi- 
ces to AmBev across 
Latin America in 


a 


BLOOMBER! 


finance and 
accounting, order 
management, custo- 
mer services and 
human resources. 


Apollo goes to 
Seychelles 

Apollo Hospitals 
Group has signed an 
agreement with 
Seychelles Interna- 
tional Specialist Me- 
dical Centre to set up 
a tertiary hospital in 
Seychelles by April 
2009. The hospital 
will have an initial 


bed capacity of 100, 
which will be 
extended to 200. 


Natural gain 

Gas Authority of In- 
dia (Gail), the largest 
gas distribution 
organisation, has sig- 
ned a Rs 2,500-crore 
agreement with the 
Himachal Pradesh 
government to con- 
nect the hill state to 
the natural gas dom- 
ain. As per the agree- 
ment, Gail will 
extend the 610-km 
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Dadri-Bawana-Nan- 
gal natural gas pipe- 
line to Himachal 
Pradesh. Using its 
commercial and 
technical expertise, 
Gail will also ensure a 
supply of environm- 
ent-friendly fuel to 
the industrial, do- 
mestic and transport 
sectors, thus preven- 
ting pollution. 


Betting on China 

US food and drinks 
major PepsiCo is 
investing $1 billion in 
China over the next 





BW-THOMSON REUTERS M&A DEAL TRACKER 


October Tue Asian M&A market saw 6,601 deals worth $266.06 
billion as on 5 November 2008. China emerged as the largest market in the 
region with 2,389 deals worth $77.50 billion. 







(SM) 

Unitech Wireless India = Telenor ASA Norway 1,070.00 
Alfa Laval India India Alfa Laval Corporate Sweden 45.90 
Gokak Sugars India Shree Renuka Sugars India 14.20 
KBX Motorbike Products ^ India | Brembo Italy 13.40 
Gulshan Polyols | India Gulshan Sugars & Chemicals | India | 9.00 
Sah Petroleums India | NAF India Holdings India 8.80 
Mastek India | Nalanda India Fund India 5.90 
Ankur Drugs & Pharma India ^ Merrill Lynch Capital Markets ^ Spain 350 ` 
Solar Semiconductor | India | Trans-India Acquisition Corp. | US 1.60 T 
Alipurduar Tea Co. India ` Undisclosed investor India N.A. 
Figures for 19 October-1 November 2008 | | Ge 


Top Indian deals 
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NATION DEAL SIZE 


| | Top Asian markets 


No. of deals 


0 300 
s 
2,389 









Malaysia 





207 Indonesia 


144 Philippines 
5.90 is 





India 


1,200 1,500 


1,800 2,100 2400 





Singapore 


South Korea 


No. of deals 
Ill] Deal value 





41 Kazakhstan $ 
5.83 
121 Taiwan 
5.67 
De aS se 39: «s . U G8 70 80 
Deal value in $billion 
Figures for 1 January-3 November 2008 
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four years to boost 
production and 
expand its brand 
name. “This is our 
largest investment in 
China in the nearly 
30 years we have 


tion and auto sectors. 
“We remain optimi- 
stic about the indus- 
trys medium-term 
growth prospects, but 
it is appropriate to 
pause our growth 


blishing, the largest 
publisher of chil- 
dren's books and ma- 
gazines in the world, 
to bring them on- 
board its kids progra- 
mme, Little Wings. 


been doing business 
in the country,” says 
Indra Nooyi, 


BIVASH BANERJEE 


strategy until we have 
a more settled econo- 
mic outlook,” says 


The airline will also 
offer Disney Kids, a 
comprehensive 


y 
J 


chairman of PepsiCo. 


Lofty goals 

Bharti Enterprises, 
which owns Bharti 
Airtel, is targetting 
$10 billion in sales by 
2010. For this, the 
group will increase its 
focus on areas such 
as retail, financial 
services and logistics, 
rather than telecom, 
which accounts for 
80 per cent of the 
groups revenue. “I 
think we are breaking 
free from our telecom 
legacy; we are saying 
telecom is one solid 
show in the business 
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now, said Sunil Mi- 
ttal, chairman and 
group CEO, Bharti 
Group. 


ArcelorMittal 

goes slow 

The world's largest 
steelmaker, Arcelor- 
Mittal, is cutting 
output by 30 per cent 
in the fourth quarter. 


The Luxembourg- 


based firm is putting 


growth plans on hold, 


as the global 
slowdown cuts 
demand for steel 
used by the construc- 


India financial advisory rankings 


No. of deals 


85 5$; x» S 
Merrill Lynch 


Deutsche Bank 


Citi 
6.68 


| 4 Nomura 


Goldman Sachs & Co. 


Ernst & Young 


No. of deals 
II] Deal value 


Es Tie: EAN 


E Deal value in $billion 


x Figures for 1 Janvary-3 November 2008 - 
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Lakshi Mittal, CEO children's magazine, 


of ArcelorMittal. to young passengers. 

Kingfisher takes Interactive growth 

Disney on board UK-based digital pay 
Kingfisher Airlines and interactive 


television technology 
provider NDS Group 


has signed an agree- 
ment with Disney Pu- 





Top Asian deals 


. Figures for 19 October-1 November 2008 






is buttressing its ope- 
rations in India. For 
this, the company 
plans to invest $150 
million in the country 
over the next four ye- 
ars. “So far we have 
invested $120 million 
in India and we are 
accelerating our inve- 
stment to keep up 
with the expected 


growth of pay televi- 


sion here,” says Abe 
Peled, chairman and 


CEO of NDS Group. 
^We will invest $150 


million more over the 
next four years." 










NATION DEAL SIZE 


(SM) 
Henderson Land Devp Co. HongKong Henderson Land Devp Co. Hong Kong — 1,190.51 
. Unitech Wireless India Telenor ASA Norway 1,070.00 
Bank Ekonomi Raharja Indonesia HSBC Asia Pac. Hidg UK 607.50 
ING Life Insurance Co. Taiwan — Fubon Fin. Holding Co. = Taiwan 599.26 
Meralco Philippines San Miguel Corp. Philippines 552.76 
POSCO-Vietnam Co. Vietnam Nippon Steel Corp. Japan 536.18 
Alliance Bank Kazakhstan Samruk-Kazyna Fund Kazakhstan 500.00 
Shenyang Railway Bureau- China Beiya Ind. (Group) Co. 430.45 
Tunghu China 
Far East Cable Co. China S&P Pharm Ind. Co. China 326.71 
New World Development Co. Hong Kong New World Devp Co. Hong Kong 310.45 


. Figures are based on ultimate parentage, meaning that an M&A deal carried out by a unit abroad will stil e 
counted as that of the home country, provided the overseas unit is majority owned by the parent. Deal value 
-is the total value of the consideration paid by the acquirer, excluding fees and expenses but including 

. liabilities assumed. If the acquirer is buying 100 per cent of a non-financial company from a currently held 
. percentage of less than 50 per cent, deal value is calculated by subtracting the value of any liabilities 

. assumed by the acquirer and adding the target's net debt. US dollar equivalents are computed using the 


. exchange rate at the time of the deal's announced date. League tables are credited proportionately among 
š er en eee menace 
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Should locals be given preference over 


migrants in employment? 


We asked.. s Milan Sheth, partner, advisory services, Ernst & Young; Vijay Kalantri, chairman and MD, Dighi Port; 
Malini Mehra, founder and CEO, Centre for Social Markets; Som Mittal, president, Nasscom; Sanjiv Kumar, vice-president and 
head, HR, People Interactive (I); K. Rengaswami, CEO, Amal Infosystems; Rajaram Agrawal, MD, TalentAhead India; Mangesh 
Joshi, GM - HR, Plethico Pharmaceuticals; Som Mandal, managing partner, FoxMandal Little; B.K. Narula, CMD, Silversmith 
India; Vivek Jindal, executive director, Minda Industries; Jagdish Amin, entrepreneur; Harsh Azad, founder, Flight Raja.com. 





ih Employment should be based °° Only to correct historical and > For low-skill work, locals 
on meritocracy. It is not in anyones persistent disadvantage should the should be given preference over 
interest to lower standards. © $ state intervene (with quotas). © = migrants in states. @ ^ 
Som Mittal, president, Malini Mehra, founder and CEO, K. Rengaswami, CEO, 
Nasscom Centre for Social Markets Amal Infosystems 








YES BECAUSE: Giving locals preference will have a positive social impact in the long term. 
If found equal to the migrant on merit, the locals score over migrants because they are aware of the 
cultures and local systems. Indian companies should deploy local talent at execution as well as middle- 
management layer for delivery tasks. Local executives will be able to drive culture alignment and team 
productivity in far more effective manner and in less time. Local talent could also be useful in client 
relationship at middle management, especially if they have worked in that geography for a while. Senior 
leadership roles would largely depend on client requirements. Locals should be given preference within 
a limited quota system by government across all states. 


NO BECAUSE: The criterion should not be the place of residence but competency, 
qualifications and skills of a candidate. It is natural that labour will move from one state to another for 
best job opportunities. The advantage of a large nation-wide market will disappear if every state acts like 
a separate country. In the absence of free mobility of labour, the national market will become 
segmented. The competitiveness of any business depends on getting manpower with adequate skills at 
the right cost — it doesn’t matter if they are locals or migrants. Incentives should be given to industries 
being set up in remote and backward areas of the nation. This is the only way to ensure equal 
opportunity for all. It is ironical that Indians should be called migrants in their own country. 


MAYBE BECAUSE: Companies should be free to hire workers from anywhere. If locals are 


qualified and can get the job done, then they should be preferred. Indian cities are under tremendous 
pressure. There is overcrowding, pollution and chaos. Most of this is because of the huge influx of 
migrants in cities such as Mumbai. More than the issue of locals or migrants, the real issue is whether 
cities can handle the pressure of larger populations. If there are two equal candidates, local one should 
be preferred. But this should not be made into a law. India should try to encourage job creation in all 
states. Reservation for locals is prevalent in many states. There is no harm in having reservation, as long 
as it does not affect merit-based selection. 
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Important 
Irst Words 


by ashok v. desai 


THE PRIME MINISTER HAS BEEN ECONOMICAL 
with words when it comes to the swirling fi- 
nancial crisis. In the circumstances, his 
statement of 20 October to Parliament was 
amply called for. Since he was an economist 
of some note before he turned to the busi- 
ness of politics, his words carry weight that 
those of a mere politician would not. His 
stance too was well chosen. He refrained 
from giving gratuitous advice to the man on 
the street or the man in the market. He stuck 
to the state of the economy, and to the meas- 
ures taken by the government. 





ercises a strong influence on the psyche of 
many Indians — not all of it, but the excep- 
tional performance in the past two financial 
years. But the Prime Minister, who is such an 
avid reader of Keynes’s General Theory, 
should remember his observations on the 
psychology of entrepreneurs, especially their 
cycles of optimism and pessimism. If every- 
one around one is madly optimistic, one is 
tempted to think that so many people cannot 
be wrong. But this is herd psychology. And 
the herd in our case does not include ex- 
porters and small businesses, which are feel- 
ing the pinch of falling orders and defaulting 
customers. The herd is the people surround- 
ing the PM in the government, and the chiefs 
of its banks who are adept at telling their 
owners what they want to hear. The govern- 
ment is a fortress of sycophants; dissenting 
views do not penetrate its ramparts so easily. 

But the Prime Minister is an intelligent 
man. He showed that he had not been over- 
whelmed by the mantra of liquidity that the 


His view of the economy was remarkably Our honest finance ministry is fixated on. As he put it, it 
backward-looking, and distinctly rosy. This Prime is not enough to infuse liquidity; it must also 
is to some extent coincidental since the econ- ir translate into expanded flow of credit to in- 
omy performed extremely well in recent Minister has dustry trade and business. When some 
years. It may have sounded self-congratula- shown the policymakers think of liquidity, they think 


tory since the peak performance coincided 
with his Prime Ministership. But it was not 
meant to be. He meant to point out what 
commanding heights the economy had 


banks the 
path to 


only of banks' cash holdings. They conceive 
of the cash reserve ratio as a valve: Reserve 
Bank increases it and credit comes down; Re- 
serve Bank reduces it and credit goes up. But 


reached under his stewardship, and thereby unrestrained it does not work quite like that. A reduction in 
to show that it would perform reasonably chicane & the CRR does not expand credit when banks 
well even if it came down somewhat from a fear that their clients will fail and default on 
those heights. corruption loans — as they do at present. The govern- 


Implicit in this vantage point was a view 
that the fall from the heights would be mod- 
erate, and not precipitate. An economy that had been grow- 
ing at 9 per cent a year would, even if it slowed down, come 
down to 7 or 8 per cent. This may be taken as conservatism, 
or confidence, or a refusal to panic. But what a Prime Minis- 
ter needs is not these virtues, but realism. For instance, he 
cited the “huge amount of money towards capital expendi- 
ture that is in the pipeline”. This figure comes straight out of 
the presentations that the Centre of Monitoring Indian 
Economy made to those in power. It is a compilation of all 
investment plans that anyone has announced. They could be 
abandoned tomorrow. Even if they were not, they may never 
find finance. One might have expected a rather more meas- 
ured approach to figures in a trained economist. 

The Prime Minister also seems to have embraced the no- 
tion that it is India’s dharma to keep growing at 9 per cent 
and that if the economy fails to reach this figure, it will soon 
realise its sin and return to 9 per cent. Past performance ex- 


ment is aware of this; that is why Reserve 
Bank has issued “advisories” telling banks to 
accelerate their lending. If they do, and are right about their 
borrowers, the loans will turn bad, and banks will be bank- 
rupted. And once bankers know that they will be rewarded 
for bad debts, they will find ways of rewarding themselves. 
The government has issued an open invitation to corruption. 
But that would not worry the Prime Minister at all, for the 
government is there to bail out its — and only its own — 
banks. The money will come from the budget. If the Prime 
Minister is proud of writing off Rs 6.5 trillion lent to farmers, 
his chest will swell with pride when the government wastes 
taxpayers’ money to reimburse banks for the bad loans that 
they did not want to give in the first place. Our cleanest 
Prime Minister in history has shown a path that his succes- 
sors will be delighted to tread. 
The author is Consultant Editor of Businessworld. 
ashok.desai@ gmail.com 
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In The Air 


by Venkatesh Ganesh 





INDIA INC. IS CAUTIOUSLY OPTIMISTIC ABOUT THE 
newly-elected American President Barack 
Obama. His historic landslide victory that is 
being celebrated from New Zealand to New 
Orleans has been rooted in the belief that his 
fresh ideas will address the global financial 
crisis. "We believe President-elect Obama to be 
a pragmatic leader who understands that 
American industry needs to be competitive not 
just in America but in Third World countries as 
well," says N.R. Narayana Murthy, chairman of 
Infosys Technologies. 
But the charismatic Obama's stance on a 
range of other issues, mainly geopolitical ones. 
has made many in New Delhi and 
the US establishment wary of 


The new what he could do on the woa 
~ stage. Madhav Mohan, a manage- 
President `“ £ 


ment consultant, says it will be 


WI II have to foolish for us to imagine that the 


Obama Presidency will be an un- 


move faster qualified pro-India administra- 


tion. “Let us remember that natio- 


than any nal interests are paramount, and 


therefore, Obama will only do that 
oth er which is good for the US just as In- 

dia must keep her national inter- 

ests above all other considerations. 
We must, therefore, temper our excitement 
with cautious optimism,” he says. 

When the “skinny boy with a funny name” was 
announced to be the 44th President of the US, 
the Bombay Stock Exchange fell about 500 
points after three days in the positive. Of course, 
if the stockmarket was unable to predict Obama 
would win three days before he did, then it ex- 
plains why it is in such a mess. Indeed, Obama’s 
measured firmness in the wake of the Lehman 
Brothers’ collapse has been reassuring to Wall 
Street and industry, in the US and abroad. 
Obama's de facto temporary shelving of health- 
care reform, a major campaign promise but one 
that would rock the markets unpredictably has 
sent out just that signal. His promise not to raise 
taxes except for those earning $250,000-plus a 
year has also earned praise from economists 
such as Nobel Prize winner Paul Krugman. In 
stark contrast, his opponent John McCain’s 
desire to continue with George W. Bush’s tax 
cuts for the rich would have bankrupted Amer- 
ica, which had a record federal deficit of $455 
billion for the just-ended 2007-08 budget year. 

Obama’s focus on restoring the American 
middle-class, which is reeling from falling stock 
and house prices, could also be essential to the 
country’s larger economic and social stability. 
Though the US speaks of itself as a middle-class 
country, its Gini Coefficient, the measure of in- 
come inequality, has risen from 40 in 1980 
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HOME TRUTH: 
Restoring the American 
middle class will be 
Obama’s major priority 





when Republican Ronald Reagan took office to 
47 today, the highest for any developed country. 
Though fuel prices have eased, much is expe- 
cted of Obama on renewable energy and cli- 
mate change. “It would help greatly if the new 
President were to announce a coherent and for- 
ward-looking policy soon after he takes office,” 
says R.K. Pachauri, director-general of New 
Delhi-based The Energy and Resources Insti- 
tute and chairman of Intergovernmental Panel 
on Climate Change. Obama’s determination to 
launch another “Apollo programme’ in the al- 
ternative energy space could deliver America 
greater energy independence, says Professor 
Bala Balakrishnan, distinguished professor of 
accounting and information management at 
J.L. Kellogg School of Management and foun- 
der of Great Lakes Institute of Management, 
Chennai. The programme could create produ- 
cts and technologies of relevance to India at 
home and represent a great opportunity for In- 
dian companies, engineers and professionals. 
Yet, Obama has talked so powerfully about 
removing the tax breaks that encourage US 
firms to outsource that it will be hard for him to 
renege on the issue. “There is no doubt that 
Obama will provide incentives to American 
businesses to keep jobs in America,” says Vipul 
Jain, CEO and managing director of Kale Con- 
sultants, a mid-tier software firm. For now, he 
and others are putting up a brave front. Jain in- 
sists “the Indian IT and BPO industry is very ca- 
pable of providing value, beyond cost arbitrage” 
and will be able to compete regardless of incen- 
tives. But with Indian software majors being 
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accused of misusing the H1B visa programme 
and the number of H1B visas issued being 
halved to about 55,000 this year, the IT indus- 
try is in for harder times. Som Mittal, president 
of software body Nasscom, says he will continue 
to push for *expanding the HIB visa pro- 
gramme so that highly skilled workers can help 
companies lead the way on innovation and con- 
tribute additional jobs and economic growth in 
the US”. But he will face an uphill road. 

Obama's geo-political views also have New 
Delhi mandarins worried. Obama had initially 
opposed the Indo-US nuclear deal and one of his 
rejected amendments opposed giving India the 
right to build strategic fuel reserves for its im- 
ported nuclear reactors. “The nuclear deal would 
be in question since the next government in India 
would have to negotiate with Obama,” says 
Bharat Karnad, professor of national security at 
the Centre for Policy Research. With many In- 
dians having psychologically turned the nuclear 
deal into the lynchpin of India’s foreign policy, 
Obamas and the Democratic party's discomfort 
with it has altered old equations. Earlier the Re- 
publicans, who established ties with China, sent 
the USS Enterprise into the Bay of Bengal and 
armed Pakistan to the teeth, were the disliked 
party in New Delhi. India's love affair with Bill 
Clinton further cemented affection for the De- 
mocrats. But George W. Bushs proffering of the 
nuclear deal, with its implicit promise of great 
power status to India delighted the country. Now, 
Obama's campaign rhetoric that he would ask In- 
dia and Pakistan to sign the Comprehensive Test 
Ban Treaty and to resolve the Kashmir problem 
also has New Delhi nervous, says Karnad. 

Given the series of crises facing the US, 
Obama is moving faster than most president- 
elects in picking the team that will run America 
after 20 January next year. He has offered Clin- 
ton aide Rahm Emanuel the post of White 
House Chief of Staff and is expected to make 
both Bill Clinton and General Colin Powell *in- 
teresting" offers in the foreign policy area. 
There are also rumours Obama will ask billion- 
aire investor Warren Buffett to play a more ac- 
tive role in financial policy and market stabili- 
sation. The promise of this ‘dream team’ has 
raised hopes. But that could be Obamas biggest 
liability. “There is so much hope riding on one 
man that it's crazy, said Black leader Jesse Jack- 
son, a one-time contender for Obama's historic 
place as the first Black President ofthe US. 

But with two wars raging, the gravest finan- 
cial crisis since the Great Depression deepening, 
and the global food and energy crises forgotten 
but not gone, hope is all we have got — for now. 
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WALKING AWAY: 
Karnataka has already 
lost 45,000 jobs this 
year to other states 


Bangalore 
is losing 
jobs to 
cities in 
neighbour- 
ing states 


by Dhanya Krishnakumar 
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WHILE THE GLOBAL FINANCIAL MELTDOWN IS 


taking its toll on job markets across the globe, 
India's Silicon Valley, Bangalore, is facing its 
own existential problems. 

The city — over and above the economic 
slowdown-driven pink slip mania — is losing 
jobs to neighbouring states. Karnataka has 
already lost 45,000 information technology (IT) 
jobs this financial year to Chennai and other 
places, according to T.V. Mohandas Pai, director 
and head of human resources at Infosys. Some 
fear the state may lose another 30,000 jobs in 
the next financial year if the government does 
not act fast. Industry doyens say investors are 
shying away from Karnataka due to cumber- 
some regulatory procedures that lead to inordi- 
nate delays in clearances. 

"During 2007-08, software exports from the 
state — the bulk of it from Bangalore — grew 
just by 11 per cent, even as Andhra Pradesh 
galloped at 41 per cent and Tamil Nadu at 37 
per cent. The national average growth rate of IT 
exports was 29 per cent,' says Avinash Vashis- 
tha, CEO of Tholons, a Bangalore-based resea- 
rch firm. Vashistha adds the state urgently 
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needs to focus on infrastructure development, 
fix traffic and road problems, improve on edu- 
cation and simplify land acquisition, allotments 
and regulation. 

Losing out to competition is one thing, but a 
global downturn is quite another for India's IT 
capital. Data provided by the state government 
records a six-month stagnation in growth of the 
IT industry at 28 per cent. This is expected to 
affect IT revenues in Karnataka — which 
accounts for 36 per cent of the Indian total. 

"The global recession will have some impact 
on IT and BPO companies; says R. Rajalak- 
shmi, director of Software Technology Parks of 
India (STPI), Bangalore. “But the figures are yet 
to come out. We are watching the situation care- 
fully” But the impact of the situation will only be 
known by December, according to Ashok Kumar 
C. Manoli, principal secretary, Karnataka, 
Department of IT. The state government has 
managed to get assurances from IT majors Tata 
Consultancy Services (TCS) and Infosys that 
there will be no retrenchment. But rumours of 
impending large-scale layoffs as well as some 
facts belie the government's confidence. 

In February, TCS asked some 500 employees 
to leave, citing  non-performance. Shortly 
afterwards, IBM reportedly laid off 700 
freshers. In July, Patni Computer Systems 
sacked 400 employees. Hewlett-Packard 
announced 25,000 layoffs in September, while 
Yahoo sacked 1,500 just a few weeks ago. Many 
recruitment analysts have also written offthe IT, 
financial services and real estate sectors, which, 
they say, will be the worst hit with pink slips. Ac- 
cording to one online recruiter, the impact has 
been evident for over six months now. IT firms 
have already lowered targets for fresh recruits by 
20-40 per cent this year. Even biggies such as 
Infosys, Wipro and Satyam have toned down 
their annual hiring numbers by 29-40 per cent. 

^We are hoping to bring in newer companies 
who we could not have accommodated earlier,” 
says Sourav Mukherji, head of placement 
committee, Indian Institute of Management, 
Bangalore. Mukherji is hopeful that things will 
bounce back by March next year when the final 
IIM placements take place. But there is a buzz 
of retrenchment in the air. American Express 
has recently retrenched 100 employees in India. 

Nokia reportedly plans to axe 600 jobs. 
According to the Confederation of Indian 
Textile Industry, the textile sector has already 
shown the door to some 600,000 people 
directly and about 1.4 million indirectly. How 
long this will last, no one can tell. For now, most 
will have to live with it. 
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Obama’s 
Global Tryst 


by nayan chanda 


BARACK OBAMAS VICTORY IS HISTORIC, BUT NOT 
simply because of the colour of his skin but the 
worldwide enthusiasm it has generated mag- 
nifying the challenge he faces at home and 
abroad. On 20 January 2009, Obama will 
walk into the Oval office as the head of a gov- 
ernment straining under a mountain of debt, 
leading a country staring fearfully at the gath- 
ering clouds of a great depression, while well- 
wishers abroad implore him to retake the 
leadership of the world. Obama has the unen- 
viable task of persuading his increasingly iso- 
lationist compatriots that the country needs 
to remain open and offer leadership, not so 
much because that is America’s manifest des- 
tiny, but because its exceptional dependence 
on a globalised economy requires it to do so. 

Obama must remain true to his commit- 
ment to free trade, while tinkering with poli- 
cies that give respite to American workers 
reeling from job losses brought about by 
competition. Protectionism that hurts world 
trade would have the effect of killing the 
goose that lays golden eggs — the very eggs 
that end up financing America's debt. 
Obama will have to remind Americans that 
the prosperity that they have enjoyed, grew 
out oftheir engagement with the world. 

While American consumers enjoyed the cornucopia deliv- 
ered by increasingly open trade, raking up a huge trade deficit 
in the process, massive foreign savings flowed into the coun- 
try to pay for those imports and sustain the home-buying 
binge with low mortgages. Thanks to some $5 trillion lent by 
foreigners in the past eight years, the Pentagon has outspent 
the rest ofthe world's armed forces combined. The savings of 
the developing world and oil producers invested in the US 
treasury bills and market, have enabled the US economy to 
grow and project power abroad. Now stunned by the collapse 
of some American giants, foreign lenders have gone into a de- 
fensive position in dealing with the private sector. Obama's 
plan to stanch recession through financial stimulus and ‘New 
Deal’ type job-creation in a ‘green’ economy will thus depend 
heavily on continuing lending by foreigners — to meet the 
budget shortfall of over $1 trillion in 2009. 

The falling prices of oil may have been a welcome news for 





American consumers at another time but not 
now as it is a harbinger of worldwide reces- 
sion. With sharply rising unemployment — 
760,000 laid off this year alone — and peo- 
ple staying away from shopping malls, the 
US trade deficit may finally come down. That 
being the result of falling consumption 
rather than rising export would not bode 
well for foreign exporters, including the very 
countries who are looking forward to 
Obama’s stewardship to avoid being pulled 
into the vortex of a worldwide recession. 
Those hoping to see American troops return 
home from Iraq may also be disappointed by 
the harsh realities confronting the new Presi- 
dent. While Obama will focus on tending to 
the ailing domestic economy, the redeploy- 
ment of American forces abroad could actually 
see troops moving to combat a growing Tal- 
iban insurgency in Afghanistan. This could 
paradoxically increase rather than decrease 
the $100 billion annual deployment costs in 
these two countries. Operations in rugged 
Afghanistan is more expensive than in Iraq. 
While an influential Democratic leader has 
talked about cutting a quarter of the defence 
budget, delivering such reductions will not be 


forei gners’ easy. For one, it is politically suicidal to moot 


reducing expenditures for servicemen and 
women deployed in war zones. Second, efforts 
to eliminate new weapons programmes will 
encounter stiff resistance from politicians 
fighting to save the jobs of their working-class 


hi S promises constituents in the midst of an economic crisis. 


Obama undoubtedly faces an array of chal- 
lenges, but he can take comfort in the fact that 
when Franklin D. Roosevelt took over the 
presidency of a post-crash America in March 
1933, around a quarter of the workers were unemployed and 
three-quarters of the country’s banks had shuttered their 
doors. In contrast, despite a recent cascade of layoffs, unem- 
ployment in the US is just edging over 6 per cent and, thanks 
to government interventions, a majority of banks remain sol- 
vent. Then there were no giant sovereign wealth funds, or suc- 
cessful trading nations sitting on piles of cash who could be 
persuaded to stimulate the US economy. America’s private 
sector may have lost the confidence of the world, but the US 
economy still commands respect, especially one underwritten 
by a government led by a transformational new president. 
Obama's ability to live up to the hopes of foreigners will be crit- 
ical to his success in delivering on his promises to Americans. 





The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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Tre cricket 


by Feroz Ahmed 


ICL has been 
ostracised by BCCI, but 
it is batting on 


BHERE was a buzz of hope 


Indian Cricket League (ICL) 
ahead of the 16 October meet- 
ing between the Board of Con- 
trol for Cricket in India (BCCI) 
and ICL's promoter Subhash 
Chandra at Taj Mahal Hotel in New Delhi. They 
were counting on BCCI relenting in its opposi- 
tion to ICL and allowing the International 
Cricket Council (ICC) to remove the ban on 
them from playing international and domestic 
cricket. But they should have guessed the out- 





come by the casualness ofthe choice of venue of 


the parley — the hotel's coffee shop. Though 
Chandra himself was not optimistic about the 
outcome of the meeting, he was even less pre- 
pared for the arrogance of his host, BCCI Presi- 
dent Shashank Manohar. 

The meeting barely lasted beyond the per- 
functory courtesies. Manohar refused to accept 
the papers of ICL's submission for authorisa- 
tion and Chandra recalls him saying, "You exit 

yA 
34 


17 NOVEMBER 2008 


Í among the banned cricketers of 
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ICL... and then we can talk about whatever you 
want.” Moreover, he says, Manohar even sug- 
gested that after closing ICL he could have a 
piece of IPL. BCCI for its part has maintained 
silence about the meeting’s proceedings. When 
queried by BW, BCCI excused itself saying that 
it would not discuss ICL as ICC is currently de- 
liberating ICL’s status. 

Former India cricketer Kapil Dev, who along 
with Chandra has been the chief architect of 
ICL, and who can relate well to what its young 
cricketers are going through, is scathing. “The 
one with the sword dictates the terms,” he says. 
Dev, and other former Indian cricketers on 
ICL's rolls such as Madan Lal, Kiran More 
and Balwinder Singh Sandhu, have also had 
their pension payments held back since last 
year by BCCI. 

However, the feisty Chandra, who began life 
as a humble rice trader, is unruffled. “We had no 
expectations from BCCI meeting and we met 
them only because ICC asked us to,” he says (see 
interview on page 40). "We'll carry on with our 
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plans for building a bigger, better 
ICL irrespective of BCCI’s approach.” 
In fact, ICL is already doing better in the 
ongoing second season , in terms of specta- 

tor interest (thanks in part, ironically, to the stu- 
pendous promotion of Twenty20 cricket by 
IPL), advertiser interest, as well as finances. 
However, it is still losing money. And Chandra 
has a battle on his hands to keep ICL going, and 
more than BCCT's ban. ICL is still not up to 
scratch when it comes to the intensity and qual- 
ity of cricket. Even its presentation on ground 
and on television needs some polishing. Chan- 
dra, for his part, is determined to have a piece of 
the Rs 1,500 crore a year cricket market in India. 


The Lonely Trail 

For Subhash Chandra, ICL is the culmination 
of an eight-year-long struggle for the Holy Grail 
of cricket content for his television network. His 
obsession with cricket content started with his 
$650-million bid for the broadcast rights to 
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Subhash Chandra’s ICL 
continues tO defy BCCI’s 
ban and low returns in 
a bid to SCOT a win 








ICC World Cup and ICC Champi- 
ons Trophy events between 2000 
and 2007. He outbid of Rupert Mur- 

doch-owned Global Cricket Corporation's 
$100 million bid, but was still turned down on 
the ground that his network had no experience 
in sports broadcasting or sports marketing. 

In 2004, his bid to win broadcast rights to 
BCCI’s international and domestic cricket in 
India for a five-year period met the same fate 
and for similar reasons. He outbid ESPN Star 
Sports but the then BCCI president, Jagmohan 
Dalmia, refused to hand him the rights. Chan- 
dra dragged BCCI to court and even personally 
attended hearings of the case in Mumbai High 
Court. To make up for the inexperience handi- 
cap, he also launched a dedicated channel, Zee 
Sports, in 2004. But eventually, he lost to Nim- 
bus Communication in the rebidding ordered 
by the court. 

Then in 2006, Chandra bought a 50 per cent 
stake in Dubai-based sports channel, Ten 

Sports, which had rights to cricket in 
Pakistan, West Indies, Sri Lanka and 
Bangladesh. But in India, people pay to 


watch India play other countries, so ` 


there were few takers for these foreign 
matches, and the subscription rev- 
enues remained minuscule. 

Left high and dry, Chandra turned to 
Twenty20 cricket, the three-and-a- 
half-hour format that became par- 
ticularly popular after India won 
the 2007 Twenty20 World Cup. 
Thus was born ICL, with centrally 
contracted players distributed into six 
city teams. Since the inaugural ICL 
tournament in December 2007 it has 
grown to nine teams, including two 
foreign teams — one named after La- 
hore and the other after Dhaka. 

However, ICL was not exactly Kerry 
Packer's World Series Cricket, the orig- 
inal private series to run parallel to the 
official cricket. While Packer had en- 
ticed almost every star cricketer in the 


EXECUTIVE SUMMARY 


@ |n its second season 
ICL expects to recover 
70 per cent of its 
investment as against 
9 per cent last year 


@ The odds are stacked 
against ICL in getting 
recognition from BCCI 
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re-tender the rights. 








world for his night cricket, Chandra hired the 
retired and out-of-favour international crick- 
eters as he could not afford to make rich enough 
offers to the current stars such as Sachin Ten- 
dulkar and Mahendra Singh Dhoni. However, 
he managed to entice many promising Indian 
youngsters with better money than what BCCI 
offered for playing domestic cricket and the 
prospect of playing alongside international 
greats. Packer's cricketers were also banned by 
ICC and their countries’ boards but with the na- 
tional teams’ prestige suffering in absence of 
their stars, the ban collapsed. Packer packed up 
his circus as soon as he got his ransom from the 
Australian Cricket Board, which was the broad- 
cast rights to cricket in Australia. There is little 
likelihood of a similar ending for ICL. 

With BCCI hell bent on driving Chandra off 
its turf, ICL cannot use any of the regular 
cricket venues as they are already leased or 
owned by BCCI. So Chandra has had to convert 
athletics stadiums in Gurgaon and Panchkula 
to cricket grounds at his own expense and also 
upgrade the former cricket stadiums at Hyder- 
abad and Ahmedabad for night cricket. “We've 
spent about Rs 45 crore on developing cricket 
facilities so far,” he says. 

Chandra also accuses BCCI of leaning on 
companies to desist from sponsoring ICL, a 
charge BCCI officials publicly deny. Several 
sports marketers privately admit they cannot 
treat ICL at its inherent worth as a marketing 
platform. *Though ICL is a value-for-money 
marketing proposition, there is no point in in- 
voking the ire of BCCI by associating with ICL,” 
says a sports marketer requesting anonymity. 


Still Batting On 

That ICL is being considered a value-for-money 
marketing proposition is largely because, much 
against expectations, the league is doing better. 


& Television viewership has also doubled, albeit 
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ICL's TRPs still languish at below one, com- 
pared to IPL's 5-plus. Even the ongoing India- 
Australia Test series has been given an average 
TRP of nearly 2 despite lack of ground atten- 
dance. ICL's management is questioning the 
ratings provided by TAM Media Services on the 
ground that they are turning out to be lower 
than the instant ratings provided by another 
vieweship rating company, aMAP, when TAM 
ratings tend to be up to 100 per cent higher than 
aMAP ratings for most sports broadcasts. ICL 
has managed to sell airtime at five times higher 
rates this year — Rs 50,000 per 10-second spot 
compared to Rs 10,000 last year. According to 
Chandra, while only 5 per cent of the cost of the 
first event in December 2007 was recovered, he 
expects the figure to touch 70 per cent this time. 
The next event, which will be held in March 
2009, will not only break even but actually 
make a profit, he claims. In fact, he is rather 
sanguine about ICL’s commercial future. “In FY 
2010-11, ICL revenues will grow to Rs 1,000- 
1,200 crore with Rs 300 crore as profit,” he says. 
For Chandra's sake, these expectations must 
bear fruit, as he has already pumped in Rs 400 
crore into ICL (Rs 300 crore equity and Rs 100 
crore debt) and he is trying to raise more money 
for it by selling bits of its teams to investors 
through equity or convertible debt. 

Chandra is buoyed by positive developments 
on several fronts. First and foremost, the league 
is beginning to win fans. Matches involving lo- 
cal teams at Hyderabad and Ahmedabad saw 
stadiums filled to capacity. The average televi- 
sion ratings of ICL have doubled to about one 
this season. Increased spectator interest has led 
to more sponsor interest — eight of the nine 
teams now have shirt sponsors, when there 
were none last year. Also, LG and Max New 
York Life Insurance have come aboard as 
telecast sponsors. 

But ICL’s marketing machine has to do much 
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better. For one, they have not been able to get 
anybody to be title sponsor in the ongoing tour- 
nament and they have not got one for the next 
one scheduled for March 2009. “A brand’s ad- 
vertisement on a television show does not asso- 
ciate it with the show, but sponsoring the title 
ties a brand to the event,” says Basabdatta 
Chowdhury, CEO of Madison Media. 

ICL is also being used by advertisers tacti- 
cally, not strategically. LG, for example, is in it 
for the timing. “ICL being held close to Diwali, 
it is a good time to use it to market LCD televi- 
sions and mobile phones,” says V. Ramachan- 
dran, the company’s marketing director. Max 


NewYork Life Insurance is using ICL as one of 


the many ways to reach male consumers. “It is a 
low-cost, focused vehicle,” says Anisha Mot- 
wani, the company’s marketing director. 
Chandra has also found the second minority 
stake buyer for one of his teams — young 
Telugu actor Vishnu Manchu has bought 5 per 
cent stake in Hyderabad Heroes for an undis- 


closed sum. Former Bollywood star Mithun 
Chakraborty was the first — he has 5 per cent 
stake in Royal Bengal Tigers. “We'll sell mem- 
bership to the club to Bengalis globally,” says 
Chakraborty, who plans to raise his stake in 
the team. 

Still, it has been slow going for ICL compared 
to IPL, which locked in $2 billion revenues for 
the next decade through sale of broadcast 
rights, eight teams, and sponsorship deals (see 
‘Different Game Plans’). 


Need For ICC Sanction 

ICL' cause will be greatly helped if ICC was to 
recognise it. That would provide comfort to 
both players and sponsors to associate with it. 
But getting that is proving hard. Chandra in- 
sists that he is being ostracised unfairly, and he 
believes he has a case because ICC has already 
set a precedent authorising private cricket. It 
has permitted American tycoon Allen Stanford 
to conduct Twenty20 cricket events in West In- 
dies and the World Sports Group-Hong Kong 
Cricket Association consortium to organise six- 
a-side international tournaments in the island 
city. Chandra says he has written to ICC 
demanding equal recognition for ICL as “au- 
thorised unofficial cricket” under Rule 32 of its 
constitution. Angry as he is now, Chandra has 


also threatened to sue ICC in a British court if 


his demand is not met. But what may come 
in his way is that ICC has sanctioned other 
private events on the recommendation of the lo- 
cal cricket boards, whereas BCCI has black- 
balled ICL. 

BCCI vice-president and IPL Commissioner 
Lalit Modi in fact, continues to take public pot- 
shots at ICL, saying it does not meet the criteria 


required for approval. At a Bangkok conclave of 
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ented youngsters in the bud. While many tears have been shed for 

the fate of Ambatti Raydu, one of India's most promising young 

| batsmen who captained India in 2002-04 Under-19 Wold Cup, 
there are many others in ICL ranks who could bag a spot in the In- 
dian team at some stage. — 

With Anil Kumble retiring, 19-year-old beanpole, leg spinner 











| Shridhar ly ' lyer of ICL team Mumbai Champs could probably vie to re- 






m as he too combines bounce and accuracy to prise batsmen 
| er has got 13 batsmen out in 11 ICL 20:20 games at a miserly 
pA 18: runs to a wicket and getting a batsmen out every 16 deliveries. - 
e iong batsmen, Chennai Superstars's 27-year old Ganpathi Vig- 
nesh (below) has been a revelation as he has smashed 841 runs in 
29 innings of matches at a strike rate of 153. 

‘Hyderabad: Heroes wicket-keeper, 26-year-old Ibrahim Khaleel 
has stumped 19 and caught 18 batsmen in 33 games and has 
scored 267 runs in 17 innings at an strike rate of 104. — 

. There are many others, including the 19-year old left-arm swing 








Š bowler, Ali Murtaza of Delhi Giants, 24-year old allrounder Stuart 


Za: of Hyderabad Heroes, and 19-year old medium-pacer Su- 
-~ joy Tarafdar of Royal Bengal Tigers. It is hard to tell 
: | whether they will be missed in the Indian team in the 
P. time to come, but we will never know as they may 
E SUME ot get an opportunity. 
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IPL team owners and administrators a couple 

of weeks ago, Modi fiercely opposed a sugges- 
tion to remove the ban on ICL players so IPL 
teams could take away all the crowd-pullers 
from ICL and doom it. 

The structure of ICL could be a big dissuader 
for ICC, as Chandra owns the event and also all 
the teams, something that justifiably puts a 
question mark over the credibility of competi- 
tion between teams. It is an issue even with the 
sponsors and media buyers. Says Chowdhury of 
Madison Media, “The central ownership of 
all teams makes it hard for people to take 
ICL seriously.” | 

There is also the small fact that Union Agri- 
culture Minister Sharad Pawar, who was BCCI 
president until last month, will succeed David 
Morgan as the ICC president in 2010. Given 
that Chandra feels BCCI functionaries are able 
to target ICL only because of Pawar's support, 
chances of ICC recognition for ICL appear re- 
mote. Ironically, Chandra had supported 
Pawar in his successful bid to unseat Dalmiya 
as BCCI president in 2005, but they fell out 
soon after. 

In fact, Chandra does not look like getting a 
redressal through his political friends as every 
major party has links with BCCI. Besides, 
Pawar who is the chief of Nationalist Congress 
Party, there is Arun Jaitley from BJP who is on 


several BCCI committees, Rajeev Shukla from 
Congress is BCCIs Finance Committee Chair- 
man, and Lalu Prasad Yadav from Rashtriya 
Janata Dal heads Bihar Cricket Association. 


A Question Of Talent 

Theoretically, as ICL steadily moves towards 
profitability, it could very well carry on as long 
as it draw crowds and gets people to tune into 
Zee Sports and Ten Sports, regardless of ICC 
recognition. But things are not so simple. 

ICL’s business head Himanshu Mody admits 
that infusion of fresh talent and ejection of non- 
performers is critical to the appeal of the league. 
The new stars it is recruiting are retired or near 
retirement age. The addition of 35-year old Mo- 
hammed Yousuf from Pakistan and the well-re- 
tired Graeme Hick from England are hardly go- 
ing to help ICL shake off the nasty tag of ‘an 
extraordinary league of the has-beens’. 

However, Kapil Dev does not see the talent ` 
tap turning off completely. “Only 15-20 players 
can be part of the national team at any given 
time,” he says. “There will always be ample spill- 
over of talent from international cricket, and 
even IPL, for ICL to tap into.” 

Culling of‘non-performers’ in ICL is impend- 
ing, according to Mody. ICL has 151 cricketer on 
its rolls, with most teams having 17 players. If 
Mody was to shrink each team to the size of an 
international squad — 14 players — ICL could 
save about Rs 10 crore in annual salary, travel 
and lodging expenses. 

While it may be difficult terrain, that is not 
to say that Chandra must not be allowed to con- 
tinue. In a free country, competition, whether in 
politics, business or sport, must be encouraged. 
Individual efforts can succeed or fail. Despite 
his uninspiring track record, Chandra should : 
be allowed to succeed, or fail, on his own accord. 

His best chance isto keep ICL going and hope 
for a Major League Baseball (MLB) kind of co- 
existence with IPL — MLB in the US has two 
parallel leagues, American League and 
National League — or even ICL becoming a 
kind of second-division ‘feeder’ to IPL, with 
BCCI supervising both leagues. But for him to 
convince BCCI to do so, Chandra has to build 
ICL into a polished, quality league and sustain 
it for many years. That will need a huge pile of 
long-term money, and performances from his 
teams that warm the hearts of ICL's increasing 
army of supporters. 

"They have improved their marketing efforts 
from last year, but they need to improve the 
cricket now,’ says Chowdhury. For Chandra, 
that is going to be the biggest challenge. 
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Zee Group’s Chairman and Indian Cricket 
League (ICL) promoter Subhash Chandra is 
frustated and angry at being ostracised by 
the Board of Control for Cricket in India 
(BCCI). Despite BCCI banning ICL, Chan- 
dra continues to invest in the league. He 
speaks with BW’s Feroz Ahmed about his 
plans to make ICL a money-spinner and 
about his fight with the cricket establish- 
ment. Excerpts: 


a Your meeting with BCCI about 
Q a legitimising ICL proved futile. Is it back 
to square one for you? 
A a] Not at all. We have written to ICC 

m (International Cricket Council) asking 
them to recognise ICL as authorised unofficial 
cricket under its constitution's 32nd clause. 
Failing appropriate response, we will go to a 
UK court against ICC. In any case, we will 
carry on with our plans of building a bigger 
and better ICL. 


a Isn't it odd that you chose to own all 
b ome NEM 


SANJAY SAKARIA 


franchising them out? 

, If I wanted to sell ICL teams when we 

m started the league, there would not have 
been any takers. We were immediately labelled 
the rebel league by the BCCI and even by the 
media. I have personally called up media 
owners and told them, “Friends, what are you 
doing? You’ve been propagating competition 
and free market, but what happened when it 
came to ICL?” There are people opposing the 
ICL and telling potential sponsors to desist 
from associating with ICL. I have told the 
minister (ex-BCCI President Sharad Pawar) 
that this must stop. I have not used my media 
power yet, but I will if I am forced to. 


a front? When can it become self- 
sustaining? 
A „ We recovered only 5 per cent of the cost 

s from our first event in December 2007. 
From the second event in March this year, we 
recovered only about 25 per cent. From the 
current one, we hope to recover 70 per cent. 
The next event, which will be held in March 
2009, will not only break even but actually 
make a profit. Thereafter, ICL will be on its 
own. This season our target is to generate 
revenue of Rs 2 crore per match. 


Oma 


Q: How do you plan to fund the growth 
= of ICL? 
A a We'll give part equity of the teams to 

a different people through structured 
deals and list the teams on stock exchanges 
when the market is good. Instead of one Shah 
Rukh Khan owning a team, ordinary people 
can own a team by buying 100 shares in it. 


Q: To what extent can Zee companies 
s support ICL? 

a ICL is my family venture. We own 88 

= per cent in Essel Sports and the rest is 
owned by IL&FS. Essel Sports gets all the ad 
revenue while Zee Entertainment markets it 
for a fee and Zee Sports keeps all the 
subscription revenue. We are recovering 70 
per cent of our costs this year. Next year, ICL 
will make a profit and pay for its growth. By 
FY 2010-11, ICL revenues will grow to Rs 
1,000-1,200 crore with Rs 300 crore as profit. 


Q: You've lots of sports investments — Zee 
= Sports, Ten Sports, Mumbai FC...Why? 
a Sports will be a big business in this 
= country. Were trying to prop up national 
football with AIFF (All India Football 
Federation). We want to do the same in cricket. 
Unfortunately, BCCI sees us as competition. 
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BANKING ON GOLD: 
Sandhya Pillai, a 
maritime lawyer, has 
decided to keep away 
from equities till the 
markets stabilise. She 
now plans to invest in 
what Indian women love 
the most — gold — 
and is considering 
buying gold ETF 


stockmarket 


Time To Cherry-pick 


by Muthukumar K. and Sreevalsan Menon 


THE CHOSEN ONES 


Here s our pick of the top eight value stocks. While large-cap companies offer good 
potential at this juncture, one should exercise caution while picking mid-caps 
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SANDHYA PILLAI, A 30-SOMETHING MARITIME 


lawyer, is coming to grips with the vagaries of 


the stockmarket for the first time. “I invest in 
the morning, and by evening it (the stockmar- 
ket) is down,” says Pillai, who is facing such ero- 
sion of her investment portfolio for the first 
time since the dotcom bust at the turn of the 
millennium. “Till the equity market stabilises, I 
will keep away from equities.” But as BW's 
research suggests and fund managers concur, 
she may be wrong. This is the best time to invest 
— in select stocks. 

“Indian markets (Sensex) are at 10 times the 
price-to-earnings ratio (PE) on one year for- 
ward earnings, compared with the past 15 years’ 
average of around 15 times,” says Tridib Pathak, 
chief investment officer of Lotus Mutual Fund. 
Put simplistically, it means the equity market is 
today quoting below the long-term averages, 
and that even if India Inc. were to repeat history 
— notwithstanding the fact that our economy 
has never been as robust as it is now — the po- 
tential to make money is enormous. 
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But then let us also accept the fact that India 
is not decoupled from the rest of the world. 
Businesses that are outward looking, such as 
software, pharma and textiles, have already 
been hit by recessionary trends in the US and 
Europe. The global credit crunch, which would 
percolate to Indian banks, could stall capex 
plans for Indian companies as also their acqui- 
sition plans. India Inc. is already facing the heat 
of higher interest rates. As a result, the BSE 500 
companies’ net profit rose by only 3 per cent in 
the September 2008 quarter compared to 9 per 
cent in the June 2008 quarter, belying the rapid 
double-digit pace of growth earlier (see ‘Profit 
Slump’). Inflationary pressures along with 
higher interest rates and forex losses affected 
the financials of the BSE 500 in recent quarters, 
says the latest Motilal Oswal report. 

Even though the recent flight of capital led by 
FIIs (foreign institutional investors) has aggra- 
vated the stockmarket crisis, some fund man- 
agers are of the view that market valuations at 
current levels are very attractive despite the 
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slowdown. “From these (current)levels, there is 
potential for three to five baggers (200-400 per 
cent)returns in the equity market over the next 
two-three years,” says Nilesh Shah, deputy man- 
aging director and chief investment officer of 
ICICI Prudential Mutual Fund. He advises in- 
vestors to stick to large companies that can 
withstand the slowdown or have finished their 
fund raising plans. “Stock selection has now be- 
come much more crucial,” says Pathak. 

Indeed, for some players, the game has al- 
ready begun. “Since our portfolios are around 
65-90 per cent in cash, the fund management 
team has initiated buying,” says Baman Mehta, 
CEO of brokerage and financial services firm 
Darashaw & Co. “We believe that the levels 
prevalent on 27-28 October (Sensex at 9008) 
provide an entry level for trading opportunities.” 


Going Cheap 
BW’s research shows that even at this troubled 
juncture, there are some good stocks going 
abegging. Hindalco, which has a market capi- 
talisation of Rs 11,132 crore, has investments 
worth Rs 14,107 crore in its books. The com- 
pany has been facing funding problems ever 
since its $1.2 billion (Rs 5,880 crore) rights is- 
sue devolved, which could affect its acquisition 
of Novelis. But its annual capacity to manufac- 
ture 450,000 tonnes of aluminium is not being 
accounted for in its share price. On the other 
hand, Suzlon Energy’s cash and bank balance is 
nearly equivalent to its market capitalisation. 
This means, if one were to discount the value of 
cash and investments in the books of these com- 
panies, their core businesses are valued at next 
to nothing. Yet, Suzlon is the fifth-largest wind 
mill maker in the world. 

Tata Steel is another ‘cheap’ stock to hold, if 
one were to use the replacement theory. The 
fifth-largest steel maker in the world, it has an 


Seven ways to tackle the bear run 


1. Stick to stocks of large companies 

2. Look for debt-free companies 

3. Scout for businesses that could do well 
despite the slowdown 

4. Look for companies that largely depend on 
domestic revenues 

9. Use cash in books and replacement theories 
to zero-in on value stocks 

6. Have an investment horizon of at least three 
years 

7. If you are choosing mid-cap companies, 
ensure it is a market leader, a niche player, 
globally competitive and belongs to sunrise 
industries 


pacity of 28 million  IESHMENICES 
tonnes. “It takes 
around Rs 3,000 
crore to set up a steel 
plant with a capacity 
of1 million tonnes per 
annum, says ICICI 
Prudential’s Shah. By 
that logic, Tata Steel’s 
valuation should 
stand at Rs 84,000 
crore, excluding the 
valuation of its captive mines. But its current 
market capitalisation is Rs 1,16,456 crore. 

BW applied a set of financial filters to the BSE 
500 to weed out such stocks. The parameters 
called for companies with a PE ratio below 16, a 
debt-to-equity ratio below 1, and net profit 
growth and operating margins of over 10 per 
cent in the last three financial years as well as in 
the first half of FYO9. Another five made the cut 
here — Reliance Industries, Indraprastha Gas, 
Cummins India, Sun TV and Praj Industries. 

Reliance Industries is a good bet despite the 
global fall in refining margins as its valuations 
are historically lower. Indraprastha, which sup- 
plies CNG and piped natural gas to Delhi, is ex- 
panding to cover Noida and other parts of the 
NCR region. Suns leadership of the Tamil, Tel- 
ugu, Malayalam and Kannada TV channels is 
expected to grow over the years, and keep its 
margins on the higher side. Cummins, the lead- 
ing manufacturer of diesel engines, has a diver- 
sified portfolio in power generation, and indus- 
trial as well as automotive markets, which will 
cushion its slowdown. Praj, the leading biofuels 
technology company, is available at a PE ratio of 
8.5; historically, its return on equity has been 
higher, at 65 per cent. All of the above have 
near-zero debt, and are well placed to handle 
any sort of credit crunch in the medium term. 

Investment in mid-cap companies though de- 
mands a more cautious approach, and calls for 
the selection of companies with greater pricing 
power, or those operating in niche businesses. 

Diverse though opinions might be, equity as 
an asset class can probably never be ignored. “I 
have advised my clients not to panic; they are all 
investing with at least a seven-year horizon” 
says Mumbai-based certified financial planner 
Gaurav Mashruwala. “Of course, if the asset al- 
location (mix of equity, debt and cash) ofa port- 
folio is getting affected by more than 15 per 
cent, I tell them to invest more into equities.” 
Indeed, it is wise to stay invested. But will retail 
investors listen? Fear can be a deafening force. 
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IT'S FUNDAMENTALS: 
Tridib Pathak, chief 
investment officer at 
Lotus India Mutual 
Fund, says that 

liquidity always flows 
towards an attractive 
asset class ultimately 


Unbound Economy 





The Role Of 
IMF Now 


by kenneth rogoff 


AS THE GLOBAL FINANCIAL CRISIS RADIATES OUT 
from the developed economies into emerg- 
ing markets, it is ravaging not just gover- 
nance-challenged economies such as 
Venezuela, Russia and Argentina. The crisis 
is also striking Brazil, Korea and South 
Africa, which appeared to have made sub- 
stantial and lasting progress towards macro- 
economic stability. For this reason, the fu- 
ture shape of the International Monetary 
Fund (IMF) is on the top of the agenda for 
world leaders as they prepare to meet in 
Washington in mid-November. 

Just a short time ago, the IMF seemed rel- 





The IMF's 


central banks, should provide the large-scale 
funding needed to stem the run on develop- 
ing country finances. The Fund’s main role 
should be in monitoring. 

Without its own currency, the IMF is poorly 
positioned to intervene with the overwhelm- 
ing force needed for lender-of-last-resort op- 
erations. In principle, the IMF could be al- 
lowed to print money. But this is not realistic, 
given the lack of an adequate system for global 
governance. Even the euro area, which is far 
more cohesive, has not quite figured out how 
to use its central bank as lender of last resort. 

The IMF' lending resources have shrunk 
dramatically relative to world trade and in- 
come compared over the past 50 years. But 
increasing its resources to a trillion dollars or 
more is not a realistic option, either. The 
IMF does not have an adequate framework 
for handling the massive defaults that could 
easily attend a huge surge in lending, much 
less the political will to distinguish between 
countries that are facing genuine short-term 
liquidity problems and countries that are ac- 


egated to a sustained period of irrelevance as ` 1 tually facing insolvency problems. 
bight eat š I main roie 
it failed to modernise either its Euro-centric sh idi d bs Inthe short run, the IMF could help coordi- 
political representation or its arcane govern- nate additional loans from the US, Japan and 
[MEME e a pa mi i Sud- monitoring m T A "e n 
enly, the Fund has moved to centre stage as : stability in the developing world. Withou 
the only agency seemingly capable of stem- and survei- directly acknowledging Americas central role 
ming the downward Pai paa is “peering llance, not in — € "e Y eee Federal 
seizing emerging-market stocks and bonds. s Reserve has already offered to exchange up to 
World leaders should be happy that the a direct $30 billion each with the central banks of Ko- 
IMF stands ready to take the lead in the next provider of rea, Brazil, Mexico and Singapore. 
phase of the global financial crisis, even if its loans The IMF can also play a useful role in 


lending resources of approximately $250 

billion are inadequate to stem the current 

run on emerging markets. Emerging-market 

companies alone have hundreds of billions coming due in 
the next 12 months. 

Unlike the US Federal Reserve chairman, Ben Bernanke, 
most emerging-market central bankers are in no position to 
extend blank cheques across their economies without a 
boomerang effect on interest rates and exchange rates. 

But it would be a terrible mistake to simply super-size the 
IMF in its current guise by greatly scaling up its lending fa- 
cilities, as many propose. Rather, the Fund’s role, even in the 
current crisis, should be sharpened as an interlocutor be- 
tween lenders and developing country borrowers, rather 
than simply as a replacement for all other loan sources. 

The key reforms for the IMF remain, one, improving gov- 
ernance by reducing European representation while in- 
creasing that of Asia, and two, focusing the Fund’s mission 
on monitoring and surveillance rather than as a direct 
provider of bailout loans. Rich country governments, led by 


helping surplus countries manage their for- 
eign exchange reserves, much as the Bank 
for International Settlements already does. 
World leaders can allow the IMF to sell some of its gold stock 
to fund its monitoring and surveillance functions. Then in 
the future, it will not need to make crisis loans just to keep 
the lights on in the building. 

As tempting as it may be to ramp up IMF lending ona 
long-term basis, this would be a strategic mistake for both 
the world and the Fund. The rich countries, together with 
China and the Middle East oil exporters, do indeed need to 
take bold steps to help out emerging markets, and the Fund 
has a useful role to play. But super-sizing the Fund, without 
sufficient governance improvements and lending con- 
straints, would give the world too much of a good thing. 





Kenneth Rogoff is Professor of Economics and 
Public Policy at Harvard University, 

and was formerly chief economist at the IMF. 
© Project Syndicate, 2008. 
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Nortel data network solutions are up to 
40% more energy efficient than Cisco. 
Numbers like that can add up to massive ` 
savings for your. company, : 


vincas. d Bev 


nortel.com/ E ta 


BUSINESS MADE SIMPLE 


NORTEL 


Nortel, Nortel Business Made Simple, the Nortel logo and the Globemark are trademarks of Nortel Networks. The Tolly Group Report Number 
208298, July 2008, reported the results of a power consumption evaluation of six Nortel converged data network products consisting of 
large and medium core and wiring closet Ethernet Routing Switches (ERS), enterprise branch office routers, and IP phones compared to 
similar Cisco products on the basis of power consumption and heat dissipation, and five-year operational cost. Cisco is a registered trademark 
of Cisco Systems, Inc. and/or its affiliates. Please see www.nortel.com/StartSaving for further details. 








Higher FDI 
cap may 
help private 
insurers 
become 
competitive 


Figures in Rs crore 


Impact 


by Vishal Krishna 


THE UNION CABINET HAS GIVEN THE GO-AHEAD TO 
increase the foreign direct investment (FDD cap 
in the insurance sector to 49 per cent from 26 
per cent. This would mean promoter-led, cash- 
strapped companies such as Max New York Life, 
Aviva Life (promoted by Dabur), ING Vysya and 
the Future Group will be able to compete on a 
firm footing with those at the top. Currently, 
ICICI Prudential, SBI Life and Bajaj Allianz 
lead among the private players. "The infusion 
will ease the pressure on Indian shareholders 
who had trouble raising money to expand busi- 
ness this year, says Samir Bali, partner, advisory 
services at Ernst & Young in Mumbai. 

Such large sums of investment will, however, 
attract regulatory challenges. "The insurance 
industry's total FDI holdings could rise by 
almost 2.5 times from the current level of 
Rs 2,500 crore,” says T. R. Ramachandran, CEO 
of Aviva Life in New Delhi. The primary task for 


x 


Source: irda 


insurance 


The Foreign 


the Insurance Regulatory and Development 
Authority (Irda) will be to check the myriad 
stakeholders that exist in foreign-based compa- 
nies before allowing them to invest in an Indian 
firm. Irda needs to check the credentials of all 
such stakeholders, and whether they will stay 
invested in the long term. 

“The financial structure of foreign companies 
is like a cobweb, and sieving through this is an 
accounting challenge,’ says R. Krishnamurthy, 
managing director of Watson and Wyatt, an in- 
surance consulting firm in Mumbai. “So, to pro- 
tect the interest of policy holders, it is impor- 
tant to check the financial transparency of these 
companies.” He cites the case of bailed-out US 
insurance firm AIG, in which the Federal Re- 
serve bought a 79 per cent stake. The Fed had 
observed that a large number of small foreign 
holdings did not serve AIG's best interests as an 
insurer. AIG may have been an exception as reg- 
ulators in countries such as the UK and the US, 
where there is no cap on FDI in insurance, 
stringently review the financial strength and 
the market conduct of foreign firms planning to 
invest in their insurance companies. 

More importantly, the Indian insurance in- 
dustry will be blending itself into global risk- 
based capital models for the first time, where 
mergers and acquisitions are far too common. 
“This phenomenon will be new in India and the 
regulators would have to be equipped to scruti- 
nise such M&As,” says Krishnamurthy. 

Concerns apart, the capital infused 
through greater FDI will enable Indian 
firms to invest in distribution channels to 
garner market share. Investment in dis- 
tribution channels has been a drain on re- 
sources, one reason why insurance firms 


firms,’ says Gaurang Shah, managing di- 
rector of Kotak Mahindra Life. “Only 
when the persistency of a policy improves 
will insurance firms turn profitable.” 

As for the state-owned Life Insurance 
Corporation (LIC), it is expected to lose 
market share (currently at 65 per cent) 
once private firms have access to more 
foreign funds. But according to estimates, 
even if LIC's share drops to 20 per cent 
over a decade, it would still be No. 1 in the 
country. The FDI increase, however, has 
not happened yet. The UPA government 


Parliament at the fag end of its term. But it 
certainly has demonstrated its intent to 


take the reform process further. 


vishal. krishna@abp.in 
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e have little 


LONG DERIDED AS A ‘DINOSAUR’ FOR ITS 
conservative investment strategies, New 
York Life Insurance (NYLI), the largest 
mutual life-insurance company in the US 
and one of the largest life-insurance 
companies in the world, appears well 
insured against the ongoing churn in 
financial markets. Today, NYLI is sitting on 
loads of cash and eyeing acquisition of peer 
companies. Richard Mucci, chairman and 
CEO of New York Life International, the 
overseas arm of NYLI, speaks to BW s 
Noemie Bisserbe about his company’s plans 
and the global financial crisis. Excerpts: 








crisis in the US? 
A, i wish I could predict it exactly... The 
À = fundamental probiem is that lending 


Q: a How do you view the current financial 


I institutions, primarily banks, lent money to 
people who could not repay debt as well as they 

















have done in the past. So, if you look at 
mortgage investments, the number of defaults 
turned out to be O times higher than 
what they expec puts a strain on the 


alance sheets. And 
gger the problem 


higher the leverag 
inst hman Brothers' 


leverage was 45 'hat means if you have a 
billion dollars your capital position is 
only a couple of dollars. 





At the individ el, people were over 
extended. So as pi re started pushing prices 
down, they thought that they were already 


leveraged too far, and. could not sell their pro- 


E perty anymore, and it goes down even further. 





But at the corporate level, the thing that under- 
mines all is that the banks started handing over 
the underwriting of mortgages and loans to 
other parties that did not have the responsi- 
bility for the risk. So if somebody else under- 
writes a loan and gets paid for getting more 
loans without carrying the risk of their default, 
there is no reason to underwrite carefully. 


Q a] How is this crisis affecting your 

w company? 

A: Our investment strategy has always 
= been conservative, and we have very 

small exposure to the subprime mortgage 

market. But as t he 





economy slows, it affects 
all. Although in some Asian markets, where 


. American International Group (AIG) has a 
_ presence, there is a little bit of fear, but we 


expect it to come back to normal levels. 
We actually see this as an opportunity. The 


` opportunity to tell our story that we are 
. different from other insurance companies and 
financial institutions. And because we have 


extra capital, there may be financial 
opportunities for us, too, either investment 
assets, such as high quality securities where 
there is less of a market for those securities 
today, or invest in new businesses. 


a Now that you are in a strong cash 






, | 24 » position, would you be interested in 


g some of AIG's assets? 


A | x ATG is selling its assets because it needs 
E ` s cash to raise money to pay back their 

I loan to the government. And that is creating a 
 churn in the marketplace. We are keeping our 
_ eyes and ears open to potential combinations. 


We may not do any deal or may do several. 


There is a lot of money in motion now, a lot of 
restructuring is going to happen... It would be 
unusual for any strong company not to look at 
AIGS assets, but it would be premature to say 
if any of its assets would be a strategic fit for 
New York Life. 


a AIG has always been considered 

a conservative and well-run. Just like 
New York Life International, it had excellent 
ratings in terms of financial strength. So 
what makes you so confident? 

_ Fundamentally, AIG's insurance 

= operations are well-run. The problem 
that AIG has had, just like other financial 
institution, is what goes on in the investment 
division. It is not even a problem with the 
investments backing the insurance policies or 
of insolvency of its insurance business, which 
is very sad because it sort of creates a wrong 
image of what is going on in the insurance 
industry. The company invested in mortgage- 
related assets through its non-insurance 
business, and when that business fell, the 
company ran out of capital and out of cash. 

John Harrison, vice-chairman and CEO 
for Asia Region, adds: A lot of these new 
investment instruments and strategies may 
seem clever. But today most people are 
actually doing things that they do not really 
understand. They often simply just do not 
understand the risk that they are taking. 
Mucci: Financial derivatives have played an 

important role. They give financial institutions 
more flexibility. But some people got carried 
away with these instruments, they were highly 
leveraged, the risk was not fully understood. 
There's really a lesson there. 


a Treasury's $700-hillion bailout plan? 

a My personal feeling is that the bailout 

« plan is distasteful. It is rewarding 
companies that took the bigger risks. But the 
crisis has become so broad-based that the 
entire financial system is now at risk. So I think 
that it may be something that has to be done. 

Harrison: This is a man-made disaster... 

Theoretically, people should be made 
responsible for their investments. But now 
that the economy is on the brink of collapse, 
there is not much choice. 


Q a What is your opinion about the US 


a Many in Congress feel that salary caps 
' = on top executives should he a condition 
to the bailout plan. Would you agree? 
A: That is an easy political target. But 
m salaries are not the problem, stock 
options are. 
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Company in New 
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Learn From 
Mistakes 


by stuart fraser 


THE GLOBAL FINANCIAL ECONOMY HAS ENTERED 
a new era. What started out as a liquidity 
crunch triggered by the US subprime mort- 
gage market collapse, has brought a sea- 
change of unprecedented magnitude in 
global markets, with no country or market 
immune to the shock waves that have rippled 
around the world. 

Although the Indian banking system has 
been relatively shielded from the crisis so far, 
there is now a very real danger that the liq- 
uidity squeeze which is underway is 
making it increasingly difficult and expen- 
sive for Indian companies to raise capital do- 
mestically. India’s central bank has moved 
swiftly in the past few days to shore up its do- 
mestic financial markets and try and ease 
these difficulties by cutting its short-term 
lending rate. 

Such moves are sensible. The Indian econ- 





However, once we have acknowledged the 
mistakes of the past, it is important to look to 
the future. What has become clear is that the 
global nature of the turmoil underlines the 
very real need for greater global cooperation. 
India, alongwith other emerging economies 
must play a greater role in finding interna- 
tional solutions to these events. The me- 
chanics of such cooperation will need to be 
fine-tuned, but in a globalised market place, 
action by one government alone is not 
enough to bring a solution. Recent moves by 
European states to work together should be 
emulated across the world in order to restore 
confidence among countries, and the meet- 
ing in November of the G20 nations in 
Washington is most welcome. 

Our aim should be a global banking sys- 
tem which is governed by effective regula- 
tion. Big rule books are not necessarily the 
answer — the subprime crisis began in the 
US, one of the most heavily regulated 
systems in the world. Instead, we should 
seek to implement regulation which is fo- 
cused and workable. No amount of regula- 
tion will change operating cultures, but 
vastly enhanced transparency is of para- 
mount importance if we are to regulate the 
complex products which drive the global 
market place. 


Global 
banking 
system 
should be 
governed by 


omy has been transformed in the past few effective It is an undeniable fact that the next 20 
decades, and in the 60 years since India’s in- š years will see hundreds of millions of people 
dependence it has become a global player in regulation, rising to prosperity in countries such as In- 
financial oo oo aa ll which is dia ni Le xm on ion I a eir 
companies both at home and abroad have services will be essential to support the eco- 
been expanding aggressively — no one wants workable nomic growth these people will drive and 


this to come to an end. 

Some Indian commentators have laid the 
blame for the current crisis at the door of the West and ar- 
gued that the conservative approach taken by the Reserve 
Bank of India has averted a major meltdown of the Indian 
banking system. 

It is true that huge mistakes have been made in our bank- 
ing systems. Caution in some quarters was thrown to the 
wind, and those who should have been assessing risks were 
found wanting. Regulators in different countries missed the 
tell-tale signs, as they themselves acknowledge, and often 
investors did not fully comprehend the products into which 
they were pumping money. Non-executive directors did not 
sound any warning signals either. All parties had forgotten 
Warren Buffett's rule: *Don't invest in something you don't 
understand." Going forward we must make sure that we 
never again allow the well-known human tendency of 
being greedy or ‘short-termist’ to take over the heart of the 
financial system. 


meet their needs. 

Last week, India successfully launched its 
first space mission — a sure sign that India's star is in the 
ascendant, and an achievement of which India is rightly 
proud. But what happens to India and its economy over 
the next decade, how it grows and the success it has, is a mat- 
ter of prime importance not just to India's citizens, but also 
to the rest ofthe world. 

Despite the unforeseen difficulties ofthe past few months, 
we in the UK hope to continue strengthening our substantial 
links with India, and help in Mumbai's development as a fi- 
nancial centre. It is not clear when the current crisis will be 
over, but when the turmoil passes, by working in partnership 
our global financial system will emerge stronger and ready 
to face new challenges. 








The author is the Chairman of Policy and Resources at the 
City of London. He represents the City on the London 
Councils’ Leaders Committee as well as other bodies. 
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CAN YOU AFFORD TO TAKE ANOTHER LOAN? 


With new products flooding the market every day, many of us are left wondering just 
how much is "too much". At this stage, financial counselling can play a crucial role in 
shaping one's financial future. DISHA Financial Counselling aims at educating 
consumers about financial products and services and enabling them to make decisions 
through a better understanding of these products and services. 


Be an informed consumer. Visit DISHA for free counselling at: 
| 001, Ground Floor, Sarthik Il, Opp. Rajpath Club, Nr. Kiran Motors, 






































Ahmedabad s & Road, Ahmedabad-380 015. Tel: (079) 6512 6712 
Chennai | No. 2/1, L.B Road, Adyar, Chennai-600 020. Tel: (044) 4229 8557/59/60/61 | 
Delhi Garg Trade Centre, First Floor, Sector-11, Rohini, Delhi-110 085. Tel: (011) 6462 6567 
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1st Floor, 6-3-1/10, Amrutha Mall, Somajiguda, Hyderabad-500 482. | 

Hyderabad | Tel: (040) 4003 8837/38/39 | 
anos J.S. Tower, The Mall, Third Floor, Mahatma Gandhi Marg, Kanpur-208 001. 

pom | Tel: (0512) 391 4556/57 i 

j | SCO 146-147, Basement, Feroze Gandhi Market, Ludhiana-141 001. 
| Ludhiana 


| Tel: (0161) 508 4067/507 4458 


Bisbal Prince Apt., Ground Floor, Karani Lane, Ghatkopar (W), Mumbai-400 076. 
— Tel: (022) 6597 1815 


For more information, SMS <DISHA> to 53030 or log on to www.dishafc.org 


DISHA))) 


Financial Counselling 
A social initiative by ICICI Bank 























_ 
-— 
-— 
Ls 
i 
~ 
E 
* 
— 
= 
pus 
— 
rN 
` 
pe 
- 
-— 
m. 
A 
~ 
2 
^ 
-a 





f telecom 


Let The 
Seller Beware 


by M. Rajendran 





VALUATION 


The government lost thousands of crores while 





List of new licencees 

















List of companies who got additional spectrum 


` LSA 
A ' ` 


_ 170 Mhz till date 
115 Mhz till date ` 


88.8 Mhz till date | 








The govern- 
ment should 
have 
charged 
more for 2G 
licences 


CHANGING LANES: 
Telecom Minister 

A. Raja plans to charge 
a 2 per cent levy on 
new operators who are 
selling more than 49 
per cent stake 





IN JANUARY 2008, THE GOVERNMENT COLLECTED 
about Rs 10,000 crore for licences issued to nine 


new telecom firms. But last month, just one of 


those licences given to Unitech Wireless was val- 
ued by Norway's Telenor ASA at Rs 11,620 crore 
(over $2 billion; Telenor acquired 60 per cent 
for Rs 6,200 crore). In September, UAE's Eti- 
salat too valued Swan Telecom’s licence at 
Rs 10,000 crore ($2 billion) when it bought a 
45 per cent stake for Rs 4,100 crore. These were 
licences that had been acquired at Rs 1,651 
crore apiece just a few months ago. Pertinently, 
neither of the two operators has any subscribers 
or telecom infrastructure. 

With the market valuing India’s telecom li- 
cences at an average six times higher than the 
price at which they were sold, new promoters 
are cashing out with huge profits. And the re- 
maining new licences continue to be valued at 
$2 billion, the exchequer would have lost an es- 
timated Rs 80,000 crore. That's large enough to 
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— 44 Mhz (22 circles) 
4.4 Mhz (11 circles)** 


*Shyam Telelink sold 7496 stake to Russia's Sistema in 2006 even before 
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Datacom have been valued after they got spectrum for 22 circles; 
average valuation of over $2 billion; ***The AGR changes as and when 
Idea have paid an average AGR of ohe per cent; ^Rs in crore per year 


fund Delhi's healthcare spend for five to 10 
years. The Ministry of Finance, which bases its 
market valuation at 3.5 times the fee raised, 
however, pegs the loss at Rs 25,000 crore. “The 
licences to new players were certainly underval- 
ued,” says Kunal Bajaj, India director at BDA, 
an advisory firm for companies investing in 
Asia. "The valuations available now (of Unitech 
and Swan) have proved that beyond doubt.” 

In yet another dimension to this under- 
selling, the additional 6.2 Mhz spectrum issued 
to existing cellcos (see “Valuation Puzzle’) has 
also gone cheap. Estimated loss to the govern- 
ment: Rs 48,512 crore, according to industry 
and DoT sources. Ironically, even after cellcos 
have cornered the additional spectrum, the net- 
work quality and congestion has only worsened. 


As an afterthought, the government is now 
making a feeble attempt at undoing its worst fi- 
nancial decision. When Telecom Minister A. 
Raja met the Prime Minister this week, Man- 
mohan Singh agreed, in principle, to charge 
new telecom operators 2 per cent of the amount 
received by them if their disinvested stake went 
beyond 49 per cent. But that is small change in 
the multi-billion dollar stakes. Earlier, a finance 
ministry official is believed to have proposed 
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that promoters selling majority stakes be asked 
to pay 100 per cent of the Rs 1,651 erore fee as 
disengagement fee. His view was smothered. 
Now, the government's former partner CPI(M) 
has demanded a windfall tax on such specula- 
tive transactions. “The CPI(M) demands the 
holding of an enquiry to find out how a scam of 
;, this magnitude could be carried out and to put 
- in measures in the licences so that this does not 
recur in the future,” it said in a statement. 

A senior DoT official defends the govern- 
. ment's view saying the stipulated three-year 
` lock-in period (before any promoter can exit a 
venture) relates to transfer of licence, not eq- 
uity; norms allow FDI up to a maximum of 49 
per cent in the 74 per cent foreign investment 
cap. "There is a move to impose an income tax on 
such (disinvestment) transactions,” a senior DoT 
official says. “We are in talks with the finance 
ministry, but no decision has been taken yet.” 


, Curiouser And Curiouser 

| So, has telecom licensing and spectrum alloca- 
_tion become a legalised rip-off? India adds 
- about 10 million subscribers to its telecom net- 
works every month, the fastest such growth in 
the world. But when the pricing was being de- 
cided earlier this year, Raja as well as his ide 
cessor Dayanidhi Maran were of the opinion 


that it was impossible to estimate the ‘real’ price 
of a telecom licence. The ministry also failed to 
explain the basis for the first-come-first-served 
prioritisation of sale. Instead of arranging auc- 
tions to arrive at the market value, nationwide 
licences were sold at Rs 1,651 crore — a price 
that prevailed in 2001 when total subscriber 
base was barely 4 million (against over 300 mil- 
lion today). Strangely, just last year Hutchison- 
Essar was valued at $18 billion by Vodafone. 

The ministry later explained in a statement 
that if spectrum had been auctioned, it would 
not have been possible to levy higher spectrum 
usage charges of 2-6 per cent, and maintenance 
and administration costs of 0.5-1 per cent. Offi- 
cials say, graded spectrum charges have re- 
sulted in growth in GSM and CDMA spectrum 
revenues from Rs 626.37 crore in 2003-04 to 
Rs 2,884 crore in 2007-08 — amounts that will 
balloon with the growth in revenue base. 

They point out that the basic aim of spectrum 
sale was proliferation of telecom services, espe- 
cially in rural areas. “A high initial one-time 
charge for spectrum by way of auction or high 
licence fee would have hampered the competi- 
tion and retarded the fall of tariffs,” says a senior 
DoT official. To buttress its claim, DoT says that 
old operators such as Bharti Airtel, Vodafone 
Essar, Reliance Communications and Tata Tele- 
services migrated to revenue share in 1999. 
With this policy, DoT collected Rs 7,843 crore in 
2007-08 for access services, and a total licence 
and entry fee of about Rs 54,840 crore thus far. 





Bharti “wasps Deputy Group CEO and MD 
Akhil Gupta insists that the underselling 
argument is not that simple. “The math of calcu- 
lating valuation has to be done carefully” says 
Gupta. “It has to be seen as pre-investment and 
post-investment, or else numbers can give a 


wrong picture.” 


But experts such as Gautam Balakrishnan, 
director and principal consultant of Mumbai- 
based telecom analyst firm Optsoe Consultants 
say, “The value of a new licencee is only the 
spectrum. Otherwise, new operators neither 
have telecom infrastructure nor a telecom 
brand that can be leveraged.” 

The question is: Can DoT charge the new li- 
cencees for selling their majority holding? 
“Technically and legally, we cannot make them 
pay retrospectively, but we can get the unused 
spectrum vacated, or make them pay a fine 
for not using it,” says a legal expert in the 
telecom ministry. “It is under review,” says a 
DoT official. 


m.rajendran (à abp. in 
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Preventive 


Measures 


by Bob Chen and Kyoungwha Kim 


Currency 
derivatives 
may face 
curbs in 
Asian 
markets 


ASIAN REGULATORS MAY LIMIT CURRENCY DERIVA- 
tives after losses helped push the South Korean 
won to a decade low, led to lawsuits in India 
and caused shares of China’s Citic Pacific 
to collapse. 

South Korea will announce measures by De- 
cember to restrict company purchases of the 
contracts to a percentage of overseas earnings, 
Hyeon Jung Gun, head of Korea’s Financial Su- 
pervisory Services derivatives market team, 
said in an interview this week. China plans to 
improve monitoring of performance and com- 
pliance while Hong Kong is investigating im- 
proper sales of financial products by banks. 

“There were companies that went over-hedg- 
ing and banks that failed to remind options buy- 
ers of the embedded risk,” Hyeon said. “Under 
new regulations, companies will have access to 
derivative products based only on real demand.” 
Governments face demands for tougher rules, af- 
ter the collapse of Lehman Brothers Holdings Inc. 
in September caused credit markets to freeze, and 
emerging-market currencies to plunge. 

Korean companies may lose as much as $2.4 
billion on derivatives after the won dropped 26 
per cent this year, Standard & Poor's estimates. 
Citic Pacific, a unit of China's biggest state- 
owned investment company, predicted a $2 bil- 
lion loss because of unauthorised bets on the 
Australian dollar, which plunged 21 per cent 
against the US dollar in 2008. 


Regulations Required 

Restrictions may slow growth in the market 
for foreign exchange over-the-counter (OTC) 
derivatives, which swelled 78 per cent in the 
two years ended 2007 to $56 trillion, according 
to the Bank for International Settlements in 
Basel, Switzerland. 

Derivatives are financial instruments derived 
from stocks, bonds, loans, currencies and com- 
modities, or linked to specific events such as 
changes in the weather or interest rates. OTC 
products are not exchange-traded and can 
be customised. European Union regulators may 
seek to require greater disclosure of derivatives 
holdings as part of a review of securities laws 





| Jepth y scape — 


amid the global financial 
crisis. US Securities and 
Exchange Commission 
Chairman Christopher 
Cox written in the Wash- 
ington Post that "existing 
regulation is clearly not suf- 
ficient.” 

“Users of currency deriv- 
atives should face regula- 
tions regarding their quali- 
fications and exposure,” 
says Dariusz Kowalczyk, 
chief investment strategist | 
at CFC Seymour, a Hong | 
Kong-based brokerage fo- 
cused on emerging mar- 
kets. “Automakers are al- 
lowed to produce fast cars, 
but drivers must be licence 
holders and required to ob- 
serve speed limits.” 





pa 


Som outh Korean ex- 
porters filed a group law- 
suit against 13 banks, seek- 
ing to nullify contracts 
bought from lenders in- 
cluding Citigroup Ine., 
Standard Chartered Ple, 
Shinhan Bank and Korea 
Exchange Bank. Spokes- 
people at the banks had no 
immediate comment. 

“We hope to prevent the recurrence of these 
incidents and urge regulators to address this is- 
sue and more thoroughly supervise on deriva- 
tives,” said Kim Tae Hwan, a general manager at - 
the Korea Federation of Small and Medium 
Business, which helped organise the action. 
“They are extremely speculative products that 
exposed exporters to unlimited losses.” 

The so-called knock-in knock-out options 
pay companies a fixed exchange rate as long as 
the dollar trades within a set range against the 
won. The firms are required to pay twice the 
amount of the contract if the US currency ap- 
preciates beyond the range. 

Sundaram Multi Pap, which makes school 
note books, is one of 12 Indian companies that 
filed lawsuits related to KIKO options earlier 
this year. The won slumped to 1,495 per dollar 
on 28 October, the lowest in 10 years, from 902 ` 
last November. JPMorgan Chase & Co's 
Emerging Market Volatility Index soared to a 
record close of 32.96 on 23 October. It was at 
23.48 on Wednesday in Hong Kong, set for its 
lowest finish in more than two weeks. 
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Citic Pacific dropped as much as 75 per cent in 
Hong Kong after its trading blunder was an- 
nounced last month. The company has con- 
tracts that require it to buy as much as A$9.44 
billion ($6.5 billion), according to an 20 Octo- 
ber statement. The trades were supposed to 
hedge an iron-ore project in Australia that re- 
quired A$1.6 billion. 

The Australian dollar fell to 60.09 US cents 
on 27 October, the weakest since April 2003, 
from a 25-year high of 98.50 on 15 July. 

"We want banks to sell appropriate products 
to clients," Li Fuan, head ofthe banking innova- 
tion department at the China Banking Regula- 
tory Commission, said in an interview. “Moni- 
toring measures may include reviewing 
products' legal documents and tracking their 
performance in real time.” 


Citic Pacific identified HSBC Holdings Plc, 
BNP Paribas SA and Citigroup as among the 
sellers of the derivatives. Spokespeople at the 
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banks declined to comment. 

The Hong Kong Authority 
(HKMA) is reviewing “whether the current 
‘buyer beware’ policy for the protection of 
investors remains appropriate,” Chief Executive 
Joseph Yam wrote in a note. An HKMA 
spokesman referred to that statement when 
asked about currency derivatives this week 
and said the review of rules will be completed 
this year. 

“The mantra of ‘buyer beware’ has been taken 
to extremes, and it is likely regulators will seek 
to redress the balance,” said Simon Grose- 
Hodge, a strategist in Singapore at LGT Group, 
the bank owned by Liechtenstein’s royal family. 
“Any product that exposes a client to unlimited 
downside risk should never be described or sold 
as a hedge.” 


Monetary 


Inputs by Judy Chen in Shanghai, 
Chia-Peck Wong in Hong Kong, 
Patricia Lui and Lilian Karunungan in 
Singapore and Bomi Lim in Seoul. 
©2008 Bloomberg News 
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FEELING THE HEAT: 
The South Korean 

won slipped to a decade 
low against the US 
dollar at the Korea 
Exchange Bank in Seoul 


Bv Invitation 





Short 
Changing 


by shankar sharma 


FIRST UP, LET US CREDIT OUR MARKET REGU- 
lator, Securities and Exchange Board of In- 
dia (Sebi), with good mature thinking on the 
entire stockmarket crash issue. In a welcome 
departure from the past, Sebi has chosen to 
do the right thing by asking FIIs to stop the 
overseas practice of stock-lending, or lend- 
ing each other shares overseas that are then 
sold by the borrower in the local Indian mar- 
ket. While there is nothing illegal about it, it 
is a sharp practice that may temporarily im- 
pact stock prices. 

Sebi has also widened the domestic asset 
lending-borrowing (ALB) facility to 30 days. 





Regulators 


short-coverer is the only natural buyer ina 
sharply falling market. Retail investors 
typically run scared of a falling market and 
stay away from it. Natural sellers, or people 
who want to sell the stocks they hold, are 
then faced with a market where there are 
fewer buyers. So, falling prices fall even more 
sharply. The consequences of this are clear 
and apparent. 

Let’s understand what markets are all 
about: in a large, liquid market, the identity 
and financing of buyers and sellers is hidden 
(and rightly so, because anonymity of trad- 
ing participants is an essential feature of an 
advanced market mechanism). Therefore, 
on the screen, a trade happens when a seller 
meets a buyer and establishes the price point 
at which they are willing to deal. There is 
nothing forced about it. Each has the option 
of walking away if the price being bid or of- 
fered (in either an order or quote-driven sys- 
tem) is unfavourable. Whether the seller of 
the said stock has, in fact, borrowed the 
stock being sold carries no relevance to the 


The market, though, would want a far longer who banned i mela) In exactly = same way, 
maturity cycle here. Fortunately, the regula- whether the buyer is putting up his own cap- 
tor has not launched an arbitrary “nail the short sales ital or is using borrowed capital to fund his 
bears” policy, something that many past Sebi may have purchase, carries no relevance for the trade 
chairmen have done — with zero success. being negotiated. 

The key point here is that in India one can- succumbed to It is the interplay of millions of such 
not really short-sell stocks in any case (ex- the notion micro-second negotiations that makes a 


cept through the non-starter ALB mecha- 
nism). The only way one can legitimately 
short stocks is through the futures markets 
for indices and stock, and you cannot ban 
sales in the futures market without shutting 
down the entire futures market. 

Meanwhile, other regulators across the 
world have acted in a manner that can hardly be called logi- 
cal. In nearly all major markets, short selling of financial 
stocks, and in some markets such as South Korea, short sell- 
ing of any stock, has been banned. In some cases, the ban is 
temporary, in others it appears to be for good. 

Does this help? Has it helped? 

Well, if the purpose was to prevent markets from falling 
(most of these short-sale clampdowns were in August and 
September), then the evidence from October is pretty damn- 
ing. Markets have had their worst month since the Great De- 
pression. So, could it be that the ban actually exacerbated 
the October fall? 

My take is: Yes. This is not to say that markets would not 
have fallen in any case. But by removing the buying action of 
a short-seller, who had sold at higher prices, and would 
come to buy stocks as they were plummeting, the market lost 
its most trusted and reliable buyer: the short coverer. The 


that prices 
fall when 
someone sells 


market. These are transactions between 
‘consensual adults’ (though one is not too 
sure, anymore! ). All regulators should typi- 
cally have to do is to ensure that the game is ` 
played within the rules. 

The regulators who banned short sales ap- 
pear to have succumbed to the juvenile notion 
that prices fall when somebody sells. The fact is for every seller 
there has to be a buyer, for a trade to happen. If the argument 
is that short sales result in ‘excess’ supply of shares that depress 
prices, clearly buyers are being put into phenomenally advan- 
tageous situations because then they can take advantage of 
these ‘irrational’ prices, and force the bear's hand. The truth is 
short selling (that is selling shares one does not possess) is a 
very small component of overall sales in any market. 

This is arithmetically provable. If it is a selling deluge reg- 
ulators fear, then that deluge comes from panicky real own- 
ers of stock who come out in droves to sell their real estate, fi- _ 
nancial, auto and other troubled sectors’ stocks. And 
because there are no natural buyers that emerge (that is the 
short-seller), prices fall in a vacuum. 





The author is Director and Chief Global 
Trading Strategist at First Global 
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The world’s local bank 


Issued by The Hongkong and Shanghai Banking Corporation Limited. Incorporated in Hong Kong SAR with limited liability 


ELEBRATI 


(fs. in in Crore] 
Gc MM E C E CUTE "S DE PESEE io 


il naudited Audited — 


| “Six months ended. uw 
T j 30- SEP-2007 30-SEP-2008 [30-SEP- 2007 | | 3t- Mar-2008 
— 


[ SES 


1. a. Net sales / income from operations 
b. Other operating Income 
TOTAL: 
2. Expenditure 
a) Increase(-)/decrease(--) in stock in trade 
b) Consumption of Stores & spares 
c) Employees Cost 
d) Selling Exps incl. Freight out 
e) Depreciation & DRE 
fj Other Expenditure 
TOTAL 
. Profit from operations before other income, 
interest & exceptional items (1-2): 
1. Other income 
. Profit before interest & exceptional tems (3+ 4): 
}. Interest 
, Profit after interest but before exceptional 
items (5-6) 
. Exceptional Items 
. Profit from ordinary activities before Tax (7 +8) 
10. Provision for Tax-Current Tax & FBT 
- Deferred Tax 
; Net Profit from ordinary activities after tax (9-10) 
. Extraordinary Items (net of tax expenses Rs -) 
. Net Profit for the period (11-12): 
. Paid-up Equity Share Capital: 
Face value per share 
. Reserves excluding revaluation reserves 
. EPS for the period (Rs. )-Basic and diluted 
before and after extraordinary items 
EPS - post split & bonus issue 


. Public share holding 
- Number of Shares 
- Percentage of sharehoiding 


Place: New Delhi 
Date: 27-OCT-2008. 
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1,619.22 
301.46 
1,920.68 


1,920.68 


1,920.68 
655.22 
-0.33 
1,265.79 


1,265.79 
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CETA241. 
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175.33 | 
355.62 


518.56 | Í 


63.46 . 
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4,307.64 
639.83 
4,047.47 


4,947.47 


4,847,47 
1,717.08 

-20.59 
3,250.98 


3,290.98 
132.16 


Rs 10/- 
8,157.49 


245,99 


2135154 
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ERFORMANCE 


SEGMENT WISE REVENUE, RESULTS AND CAPITAL EMPLOYED 
UNDER CLAUSE 41 OF THE LISTING AGREEMENT 


(Rs. in Crore) 
Unaudited Audited 


Three months ended Six months ended 


30-SEP-2008 | 30-SEP-2007 | 30-SEP-2008 | 30-SEP-2007 












Year ended 
31-Mar-2008 















1. Segment Revenue 


(net sale/income from each segment) 
a) Iron Ore 1,616.44 | 1,108.46 | 3,288.69 | 2,188.73 | 5,705.32 


b) Other Minerals & Services 0.88 3.08 1.78 4.47 | 5.99 


Total 1,617.32 | 1,111.54 | 3,290.47 | 2,193.20 | 5,711.31 
Less: Inter segment revenue - - - - | : 
Net Sales / income from operations [61732 | 141154 | 329047 | 29320 [5,7113 | 



























































































2. Segment Results 
(profit (+)/loss(-) before tax and interest from 
each segment) | | 
a) Iron Ore 1,231.06 | 839.60 | 2,555.78 | 1,658.72 | 4,490.09 
b) Other Minerals & Services -4.91 | -8.09 | -7.53 -10.79 -24.36 
Total 1,226.15 831.51 | 2,548.25 | 1,647.93 | 4,465.73 
i) Less: Interest - - - - 
ii) Add: Other unallocable income 209.61 | 139.61 | 376.00 481.74 


net off unallocable expenditure | 
Total Profit before Tax | 












3. Capital Employer 
(Segment assets-Segment Liabilities) | | | 
a) Iron Ore | 615.51 577.57 | 935.10 
b) Other Minerals & Services | -6.45 2.03 | -7.12 
c) Other offices 9,340.87 | 6,244.81 | 7,148.02 
| 9,949.93 | 6,824.41 | 











Total 





imited 


"dia Enterprise) 


1avan", 10-3-311/A, Q2 ius | 
Hyderabad-500 173. — Turnover Before Tax 
.nmdc.co.in Rs. 1617 Crore| Rs. 1436 Crore 





Up 46% 
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Indepen- 
dent BPOs 
are buying 

captive 
BPOs to 
fuel growth 


Expanding 
Expertise 


by Venkatesh Ganesh 


NOW YOU SEE THEM, NOW YOU DON’T. MANY COM- 
panies that had set up captive BPOs first hived 
them off as independent entities, then reab- 
sorbed them, and are now hiving them off 
again. Now, what makes this sell-buy-sell again 
even more interesting is that, at one time, the 
current buyers — Genpact and WNS among 
them — were themselves originally hived-off 
captive BPOs. 

*Given the economic downturn and pres- 
sures in financial or mortgage markets, it does 
not make sense to stay invested in your own fa- 
cility; says Sudin Apte, senior analyst at For- 
rester Research, a firm that has advised several 
Fortune 100 firms on their captive centre 
strategies. "The same work can be done by an 
outsourcer, possibly with incremental benefits." 

For instance, “We were looking for a company 
that could enable us to deliver services to differ- 
ent geographies,” says Cathryn Riley, chief oper- 
ating officer of Norwich Union Life, and chair- 
person, Aviva Global Services. It is this 
opportunity that independent BPOs such as 
WNS Global Services and Genpact are seizing. In 
July this year, WNS bought Avivas BPO opera- 
tions for $228 million (Rs 1,049 crore). “This ac- 
quisition greatly extends our scale and bolsters 
our offerings — not just in the insurance indus- 
try, but across all other businesses such as finan- 
cial and legal services,” says Neeraj Bhargava, 
chief executive officer of WNS. “We also see sig- 
nificant potential to grow our business with 
Aviva, not only outside the UK, Canada and Ire- 
land, which Aviva serves today, but also in new 
high-growth areas such as analytics.” 

Similarly, on 18 August, Genpact bought out 
GE Money's Guatemala centre for an undis- 
closed sum. *Our facility enables us now to offer 
services to our clients from both Guatemala and 
Mexico, and will strengthen our ability to serv- 
ice clients that have operations in the region," 
says Juan F. Ferrara, Genpact's business leader 
for the Americas. 

Some captive BPOs, such as Citibank Global 
Services (CBS, formerly eServe International), 
achieved significant scale — a monetisation op- 
portunity for their parents. On 8 October, after 





DILEEP PRAKASH 


months of speculation, TCS bought ou 
$505 million (Rs 2,373 crore). “The tr: 
is expected to help reduce operating : 
and will allow us to focus on our core 
services competencies,” says Don Calli 
igroup’s chief administrative offic 
meanwhile, gains access to technolog) 
has built over the years. “It gives us the 
offer domain-specific solutions for bu: 
erations of large financial services ins; 
says N. Chandrasekaran, chief operati 
and executive director of TCS. 

The current credit crunch has adde: 
to these deals, points out Sid Pai, pa 
managing director of TPI India, an offs 
sory firm. Forrester Research's finding 
that this could be a trend for some tim 


But What Happened? 

Many captive BPOs that set up sho) 
years ago as back offices for their pare 
nies — including Countrywide Fina 
vices, GE and Barclays — decided 
track after the 2001 dot-com bust. 7 
stayed hived off their units as ind 
companies to capitalise on their mar 
and to improve the parent firm's pr 
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GENPACT 


PRAMOD BHASIN, president and CEO 


Took over GE Money's Gautemala cen 
undisclosed sum 
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and efficiency. Genpact and WNS Global Ser- 
vices, for example, were originally set up to do 
work only for their parent organisations — GE 
and British Airways. They turned independent 
only after 2002, and started working for com- 
panies other than their parent outfits. Now, by 
buying other captive BPOs going under the 
block, they want to broaden their services port- 
folio and look beyond their traditional areas of 
expertise. 

Take global financial services firms: their 
captive BPOs, set up in locations that have cost- 
advantages and skilled manpower, have been 
badly affected by the American subprime mess. 
India is home to more than 60 such BPOs that 
include major US banks such as Citibank, in- 
vestment banking companies such as Morgan 
Stanley and insurance firms such as Aviva. Cap- 
tive BPOs of companies other than financial 

services firms, which include a whole host of US 
~ and European firms, are also likely to be af- 
fected as their business models become unsus- 
tainable against the backdrop of the ongoing 
credit crunch. Forrester Research estimates, and 
other industry watchers concur on the basis of 
the recent sell-offs, that the captive centre strat- 
egy adopted by global firms has failed in India. 
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WNS GLOBAL SERVICES 
NEERAJ BHARGAVA, CEO 


Took over Aviva’s BPO operations 
for $228 million 








Captive BPO centres of companies that have been sold off recently 
































Citigroup Global Banking and financial Oct 
Services services 2008 
General Electric Financial services Aug 
Money (Gautemala) 2008 
Aviva Global ‘Insurance and Jul 
Services financial services 2008 
Barclays Bank-HDFC Banking and Jun 
joint venture financial services 2007 
British Airways Insurance claims and Jul 


financing operations 





At the centre of the problem are issues simi- 
lar to the ones faced by all IT services compa- 
nies. ^Unrealistic cost models, attrition amo- 
ngst employees, a lack of process integration 
and lack of adequate management support are 
the key troublesome causes,” says Forrester's 
Apte. Today, he adds, approximately 15 per cent 
of all captive BPOs are working on an exit plan. 

Industry analysts say that in addition to the 
recent sell-offs, three to four captive BPO out- 
fits of UK-based firms are on the block. There is 
much speculation that Lloyds TSB, a British 
bank — which has its captive back office in Ban- 
galore — is mulling over selling off that centre. 

Independent Indian BPOs feel they can take 
advantage of the situation that captive BPOs 
are finding themselves in. “Most captive BPOs 
come with quality manpower and great famil- 
iarity in business processes due to their parental 
links,” says Salil Parekh, executive chairman of 
Capgemini India. Viral Thakker, director of 
sourcing advisory at KPMG, agrees, “Captive 
BPOs, despite the situation that their parent 
companies are in at the moment, are still an at- 
tractive proposition primarily due to their 
workforce.” 

But before rolling out the champagne, listen 
to other voices. “There are questions about the 
valuation of these businesses,” says a senior off- 
cial of a Mumbai-based independent BPO, who 
does not wish to be named. “Third-party BPOs 
may find them too high.” Also, “it does not make 
sense to buy an Indian outfit for $700 million, 
unless it can assure us revenues over the next 
5-10 years,” says the chief of a company that is a 
potential buyer. Sellers, however, find their 
valuations fair. 
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IT SECURITY 


No Private Affair This 


by P. Hari in San Francisco 
Cyber thieves  !M^GINE THIS SITUATION. YOU GET A 


MAIL from someone you know, and 


are targeting he has sent a link to a video clip that 


confidential you are interested in. You click on 
the link, and it takes you to YouTube 






vigour 










data of USEIS with a video that you obviously 
with renewed 


recognise. You are then asked to 
download the latest version of flash 
player to watch the video. You do 
that without a second thought, and 
without your knowledge your com- 
puter has become part of a botnet, 
an automated computer network 
that can do malicious stuff. 

As shown by this example, quoted 
in a recent report from the Georgia 
Tech Information Security Centre, 
cyber criminals have learnt to use le- 
gitimate websites to propagate mali- 
cious software. IT security threats 
are no longer about viruses or worms 
that simply mess with your com- 
puter. Modern malware does not 
cause disruption. In most cases, you 
do not even know that they are there. 
They silently take data from your 
computer and record your online 
transactions, and steal your business, 
your money, and your identity. 
Sometimes, even antivirus softwares 
do not help. Says Kristin Lovejoy, di- 
rector corporate security strategy at 
IBM, "The ability to breach security 
is now a big business.” 

Recent studies have documented 
the rapidly changing security land- 
scape and the rising new threats. On 
the one hand, the sheer amount of 
malware is rising exponentially. 
Here are a few examples. US security 
evangelist Ryan Naraine estimates 
that malware will grow 10-fold this 
year. The Georgia Tech Informa- 
tion Security Centre says that bot- 
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nets now involve 15 per cent of all computers 
connected to the Internet, up from 10 per cent 
last year. Industry experts now believe that the 
number of all malicious software programs — 
viruses, spyware, botnets — may now have 
overtaken the number of good programs, al- 
though this fact is difficult to prove. 

Symantec, an IT security company, estimates 
that spam now comprises 80 per cent of all 
email, up from 8 per cent in 2001, and that one 
out of 617 spam messages contains a malicious 
code. "We saw a million new signatures this 
year, and that means there are at least one mil- 
lion new threats; says Steve Trilling, vice-presi- 
dent of Symantec's Security Technology and Re- 
sponse Group. “In all these years, we have seen a 
total of 800,000 threats. We are seeing an ex- 
plosion in the amount of malware.” 

There is a change in the nature ofthe threats 
as well. A few months ago, an IBM study found 
that while vulnerabilities (a weak link in the se- 
curity infrastructure) are increasing rapidly, 
the focus of attention is shifting from the oper- 

ating system to the Web browser and multime- 
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dia applications. Also under attack are VolP 
(Voice over Internet Protocol) and wireless net- 
works. In the browser, plug-ins are the most ob- 
vious target of cyber criminals. The IBM study 
surveyed major corporations who disclosed — 
confidentially — t number of vulnerabilities 
in their companies: 51 per cent of all vulnerabil- 
ities were related to the browser, and ofthese 78 
per cent were related to plug-ins. 

Social networks are an obvious target, and of- 
ten an easy source of sensitive personal informa- 
tion. Readers of this story would have received 
requests from known friends to join a social net- 
work. Often, these emails are sent by bots, even 
if they are from a legitimate and known email 
ID. Social networking sites employ a program 
called Captcha — as do many other sites — cre- 
ated first by Carnegie Melon University profes- 
+ sor Luis von Ahn to stop fraudsters from creat- 
ing thousands of email IDs and then sending 
spam. Captcha, which distorts the letters of a 
word in a way that can be identified only by a hu- 
man, is widely employed by many companies to 
distinguish between humans and automated 
programs. It works perfectly in such circum- 
stances, but fraudsters have found a way out. 

Captcha creators assumed that human be- 
ings do not have the time and energy to spend 
millions of hours in front of the computer just 
to solve Captchas. However, with so much 
cheap labour around in the world, solving 
Captchas is even becoming a business. One site 
called Decaptcha.com, supposedly from a coun- 
try where labour is cheap, advertises to solve 
1,000 Captchas for just $2. This means that you 
need only $100 to break 50,000 captchas. Once 
you get 50,000 fake IDs or social networking 
profiles that can be the first step towards fool- 
ing someone and obtaining sensitive data. 

This year, the media had reported that 
Captchas of Microsoft, Google, Yahoo and 
many social networking sites — Bebo, for exam- 
ple — had been broken. An October report by 
MessageLabs, a cyber security firm, reports the 
breaking of the Captcha of Google Blogspot. 
Captcha breaking has become one of the biggest 
security issues of this year; obviously there are a 
lot of weak captchas out there waiting to be bro- 
ken, Some of the Captchas are broken by soft- 
ware programs. Says von Ahn, “If the characters 
in a Captcha are easy to separate from one an- 
other, computers can decipher them very well.” 

Two weeks ago, Georgia Tech identified ma- 
jor trends that could affect IT security in 2009, 
and all of them are driven by the motivation to 
get sensitive data. For example, botnets could 
become a major security threat in the next few 
years. They can be delivered through a variety of 





















“Virtual Venom 


IT security threats are no longer about viruses or 
worms that SI! mply mess with your computer 


ways, and can lure even professionals well 
trained to avoid security threats. Criminals have 
developed sophisticated ways to fool them. Not 
many, for instance, would suspect foul play 
when a trusted site asks them to update a piece 
of software they already have. 

Botnets lie quiet and avoid detection for a 
long time. When your aim is to make money, you 
would not want to advertise yourself. Malware is 
usually a single attack. Bots remain in your PCs 
and keep communicating with the ‘master’ for a 
long time and even updates itself. Says Trilling, 

“A slight slowing down of your machine is often a 
warning sign that a malicious program is at 
work.” In the earlier days, viruses spread havoc 
everywhere. These days, many attacks are 
specifically targeted at someone. And quite of- 
ten, even after the attack has been discovered, 
the attacker is not. A recent report by Pricewa- 
terhouseCooper says that 42 per cent of attacks 
this year were from unknown sources. 

While we learn to deal with botnets, viruses, 
spyware and phishing on our computers, there is 
a new security problem in the horizon: VoIP net- 
works and cell phones. VoIP networks have been 
vulnerable to attacks from criminals. As these 
networks spread, risks increase. Likewise, cell 
phones will also be targeted as people use them 
to make sensitive transactions. As the example 
of iPhone shows, mobile device capabilities have 
gone well ahead of security. They are capable of 
complex transactions without the underlying se- 
curity of antivirus software and firewalls. Watch 
while you transact on your phone. 


p.hari (à) abp.ü in 
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Tech Talk 





SCIENCE BUZZ The fortnightly update on innovations and tech policies 


New Energy Source? 





The European Space 
Agency's Cluster fleet 
and Nasa’s THEMIS 
probes have proved 
the existence of 
magnetic portals that 
connect the Earth and 
the sun. Called flux 
transfer events 
(FTEs), these 
connections are 
established every 
eight minutes when 
the Earth’s magnetic 





field presses against 
the sun’s, and they 
merge, briefly. A 
cylindrical portal 
about as wide as the 
Earth is formed, and 
can be active or 


« passive in nature. 


Active FTEs, which 


5 are channels of energy 


of the Earth’s mag- 
netic field, could 
potentially become a 
source of energy. 
How? Now, that is 
an answer we would 
like to know. 


Muscle Power 
Duchenne muscular 
dystrophy (DMD), 
the severest form of 
muscular dystrophy 
(irreversible 
weakening of 





muscles), happens 
because the mutated 
dystrophin protein 
fails to anchor 
correctly to the 
muscle membrane. 
Now, research on 
sarcospan — another 
protein in the 
anchoring complex — 
shows promise. On 
increasing sarcospan 
expression in mice 
afflicted with DMD, 
scientists noticed that 


ot We mx 
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while it did not 
improve dystrophin's 
interaction, it 
increased the spread 
of another protein, 
utrophin (a 
dystrophin relative) 
on the muscle 
membrane, making 
the muscle stronger. 


Nano Technology 

In drug research, a lot 
of effort is being 
focused on creating 
methods that can 
treat a specific part 
of the body. In one 
such effort, a team of 
scientists from the 
University of 
California, San 

Diego and Arizona 


State University in the 


US has developed 





nanorods that swim 
almost as fast as 
the most efficient 
biological 


nanomotors — 
flagellated bacteria. 
A conceivable use 
for such nanorods 
could be rapid 
transportation of 
drugs to specific 
target areas for 
treatments such 

as cancer. 





Watching The 
Brain In Action 
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New technologies are 


being developed that can let us see the 
brain with unprecedented detail 





OF ALL THE HUMAN ORGANS, THE BRAIN 
is the most difficult to crack. How 
do you look inside an organ that 
science writer Isaac Asimov 
described as the most complex 
lump of matter in the universe? 
The usual techniques of X-rays, 
ultrasound and even MRIs 
(magnetic resonance imaging) had 
only limited impact on neurology 
in the beginning. But as new 
techniques are developed, brain 
research and neurology have 
changed significantly. 

MRIs use magnetic fields and 
radio waves to image the tissue. In 
a magnetic field, each point in the 
tissue has a unique radio 
frequency that can be used to 
construct an image. This image, 
however, provides only an 
understanding of the structure. 
How do we map the function? 
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Functional MRI, developed as 
late as the 1990s, now has 
become an indispensable tool. It 
uses properties of the 
haemoglobin to map blood flow. 
You can now literally and 
metaphorically see inside the 
brain, mapping portions of it 
during a specific kind of thought 
or other activity. But it does not 
stop here. 

Now, instrumentation 
specialists are developing 
techniques that let us see the 
brain with unprecedented detail. 
They use molecules passing 
through the nerve, water actually, 
to image tiny, individual neurons. 
This technique, developed this 
year, is called diffusion spectrum 
imaging. It lets scientists address 
one shortcoming of functional 
MRI: the relationship of structure 
to function. We can only imagine 
what these two techniques can 
bring us in the next few years. 


$12,000,000,000,000 


( That's 12 Trillion Dollars") 


f money at risk — don t waste It. 
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Y'ow in the projects business where project 
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In order to lead, you first have to manage. 


There are 12 trillion reasons for you to visit 
y 


Project Management Institute 
Making project management indispensable for business results. 


PMI is an autonomous, non-profit, global membership association dedicated to advancing the practice and science of project management 


* Figure in U.S. dollars. Source: Managing Capital Projects for Competitive Advantage, McKinsey Quarterly, June 2008 
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3D IMAGING 





CREATIVE EDGE: 
Microsoft Research's 
demo shows how a 
user can view 3D 
images of different 
areas of a temple 


A digital 
heritage 
project plans 
to revive 
India's 
cultural past 


REMEMBER THE BUDD- 
has of Bamiyan? The 
colossal 125-ft statues 
of the Buddha that 
were destroyed in 
March 2001 by the 
Taliban in Afgha- 
nistan? You need not 
depend on memory 
any more if you want 
to ‘see’ the statues. 
The Zurich-based 
ETH (or the Swiss 
Federal Institute of 
Technology) used 
photographs from the 
Web, tourists and 
metric images by 
professors who had 
visited the site in 
1970, and 
reconstructed a 3D 
computer image 
using software such 
as VirtuoZo photo- 
grammetric systems. 

Reconstructing 
rapidly disappearing 
historical marvels in 
2D or 3D image 


format is becoming 
popular. A few 
Tambos, structures 
built for adminis- 
trative and military 
purposes by the 
Incas, at Peru have 
also been documen- 
ted virtually. Data 
was collected using 
static differential 
global positioning 
system, kite aerial 
photography, and 
long- and close-range 
laser scanning. 
Software such as 
Autocad for vector 
editing, AroView for 
GIS and Rapidform 
for 3D modelling 
point processing were 
used to recreate the 
virtual version. 

Now, Indian 
Digital Heritage 
(IDH), a joint 
research project of 
the Department of 
Science and 


Technology (DST), 
academia and 
Microsoft (MS) 
Research, aims to do 
the same for Indian 
historical sites. 

“Data with the 
Archaeological 
Survey of India on 
monuments are in 
various incompatible 
formats,” says P.J. 
Narayanan, dean of 
Centre for Visual 
Information Tech- 
nology at the Indian 
Institute of Informa- 
tion Technology, 
Hyderabad. “The 
project will use MS's 
technological ability, 
academician’s 
analysis and funds 
from the government 
to develop an open 
and standard format 
for data archival.” 

IDH plans to 
create tools that will 
enable users to make 
such reconstructions. 
Says P. Anandan, 
managing director of 
Microsoft Research 
India, “Digital 
imaging, video and 
audio processing are 
reaching a point 
where anyone can 
apply them to 


capture and recreate.” 


Already, a layman 
can recreate a 3D 
virtual image using 


photographs taken by 


an average digital 
camera. Photosynth 
(http://livelabs.com/ 
photosynth/), a 
program developed 
by MS's LiveLabs, 
can go through your 
photo album, analyse 
the pictures and 
choose the ones it 
needs to create a 3D 
model by selecting 
little patches from 
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the photographs 
and floating them 
around together in a 
process called the 
pint cloud method. 

Standardisation of 
archival and open- 
ness of softwares 
developed remains a 
policy issue. To keep 
the project moving, 
DST has appointed a 
Project Advisory and 
Monitoring Com- 
mittee, chaired by 
professor Ashok 
Jhunjhunwala of 
IIT Madras. 

So how does a user 
— tourist, analyst or 
scientist — access 
reconstructions made 
by other end-users? 
This is one area that 
is not firmed up yet. 
Microsoft says it 
would develop tech- 
nologies such as HD 
View (high-resolution 
detailed but wide 
angle images), while 
Narayanan imagines 
delivery in the form 
of 3D movies. Muzeo 
Nazionale Romano, 
Italy's national 
museum, has adop- 
ted a mirror-effect 
method of presen- 
tation, where users 
can determine which 
areas they would like 
to see, and not follow 
a pre-determined 
path. 

IDH is a research 
project. Once the 
innovations and 
development of fancy 
tools is done, you and 
I will have to create 
the content for them 
to actually preserve 
culture. So, hone 
those photography 
skills while you wait. 


Manashwi 
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Is Green Energy 
the answer to the 
environmental challenge’? 


Get insights into the growing significance of green energy at the INFOCOM 08-09 CXO Roundtable 
- Bangalore Round presented by Texas Instruments. Organized by Businessworld, India's best-selling 
and most-read business magazine, the roundtable will feature an esteemed panel of experts who will 
discuss how organizations can effectively deploy "green energy" to ensure a safe, pollution-free 
environment and a future sans hazards. 


Panel Discussion: Is Green Energy the answer to the environmental challenge? 
Venue: Gardenside Hall, Taj Gateway, Residency Road, Bangalore 
Date: 21st November, 2008 « Time: 5:30 pm onwards 


Panelists: CEOs & MDs of leading corporations, officials from Government of India and Government of Karnataka 
To attend call: Amitava Sarkar on +91 9379229397 or e-mail at amitava.sarkar2@abp.in 
For more information, log on to www.indiainfocom.com 
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Lama legacy 


McLeodganj 
is a small 
haven both 
for the 
spiritually- 
inclined and 
those looking 
for peace 


By Pierre 


STREET SPIRIT: Mario Fitter 
Tourists love to hang 
out at the eating joints 


that dot the streets 


—- 
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THE DALAI LAMA AND TRANQUILITY ARE THE TWO 
major attractions for tourists who flock to this 
little suburb of Dharamsala. The 14th Dalai 
Lama, who heads the Tibetan government-in- 
exile, has been living in McLeodganj since 
1959. The place is a haven for people wanting 
to escape — London bankers searching for a 
fresh start, Israeli soldiers escaping the 
battlefield and even the odd Chinese subverting 
Beijing's religious controls. 

But it is the obsessive anti-China sentiment 
that gives McLeodganj its real identity. Tales of 
Chinese repression of Tibet are told with 
passion. Colourful Tibetan flags and Free Tibet 
posters are seen everywhere in this ‘Little 
Lhasa’. Not surprising as Tibetan refugees 
form a majority of the population. 
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September and October are the best months 
at McLeodganj for the spiritually inclined. His 
Holiness hosts a series of annual lectures 
around this time at his temple complex at the 
eastern end of the town. The lectures are open 
to all, and devotees have to jostle for space. 
Although, not everyone comes for the right 
reasons. The following conversation for exam- 
ple, was overheard among a group of orange- 
robed, tonsured tourists: Devotee 1: “She was 
talking so loud, she totally took away my zen 
man!”. Devotee 2: “I hope Karma kicks her a**!” 

If you plan to attend the Dalai Lama’s lec- 
tures, book a hotel room at least two months 
in advance. Glenmoor Cottages, north west of 
the main square, and Cheryton Cottage, at the 
town’s east end, offer excellent rooms at affor- 
dable rates. Cheryton Cottage has an added 
advantage in the form of the Chocolate Log — 
an on-site bakery with a sumptuous menu. 

If, you are not the spiritual sort, 
McLeodganj still has enough attractions as it 
sits at the foot of the evergreen Dauladhar 
range. Blessed with dense forests, the outskirts 
of the town has sights and sounds far removed 
from city life. Tranquillity is often just a short 
walk away: take any of the roads that branch 
away from the main square, follow it far 
enough and soon you will have only the trees 
for company. It is wise to ask your hotel staff 
which paths should be best left unexplored. 
For adrenaline-junkies, a local para-gliding 
club offers lessons and tandem flights. Ask 
ahead to make sure they are not closed. 

There is enough to keep shopaholics occu- 
pied if you are not looking for big brands. 
Clothes and junk jewellery shops line every 
street. Turquoise is common. There are also 
sights aplenty for the camera-wielding 
tourists. The 19th-century Church of St John 
in the Wilderness and its nearby graveyard are 
a 10-minute walk from town. Reading the 
gravestones is like reading history — elegies to 
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young Raj-era officers of the first Gorkha 
regiment and their families who died in an 
earthquake in 1905 and even the tombstone of 
James Bruce, 8th Earl of Elgin and Viceroy of 
India, who died here on a visit. 

For meals, head to Mcllo’s right on the main 
square. Its location makes it convenient but it 
is slightly expensive — Pierce Brosnan once 
knocked down a few beers here. The owner 
proudly displays photographs of that memo- 
rable evening on everything from the walls to 
his menus. A more reasonably-priced alter- 
native is Nick’s Cafe, where pizzas cost as little 
as Rs 60 and a plate of momos Rs 40. 

A word of advice — distances are so short 
here that nothing is more than a 10-minute 
walk away. So avoid the tourist trap that is the 
local rickshaw-wallahs’ union. Use them only 
to visit Dal Lake (avoidable), which is 3 km 
away or the wonderful Norbulingka Institute 
for Traditional Tibetan Arts about 30 minutes 
away by road. 

Getting to Mcleodganj isn't hard. The near- 
est rail head is Pathankot — about 95 km 
away. There are also daily flights from Delhi to 
Kangra, an airfield 45 minutes away from 
McLeodganj. If you prefer to take the road, 
air-conditioned buses from Delhi are quite 
convenient. The journey, completed overnight, 
takes 14 hours. 

It is not all peace in Dharamsala though. 
There are perceptible tensions between 
migrant Tibetans and Kashmiris who have 
monopolised the tourism industry and locals 
who own the land. Locals say that easy money 
from tourism is to blame for high land prices 
and a degradation of the towns spiritual ethos. 

Still, there certainly are good reasons to 
mark this tiny place on your travel map. If you 
are neither spiritual nor a junky, you could go 
for a glimpse of Hollywood star Richard Gere, 
who is a devoted disciple of Dalai Lama and 
occasionally visits the suburb. 
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KEY DESTINATION: 
Lamas recite prayers 
at the monastery; 
Church of St John in 
the Wilderness 
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FOOTWEAR MAPPING 


BEVERAGES 


Voila! It's desi 


DOES THE THOUGHT OF 
the plain old rum, 
whisky or vodka 
dampen your spirit? 
If you are looking for 
some spice and 
adventure in your 














up to 35 pieces of drink, here is some- 
leather, each thing to whet the 
individually treated, appetite. Fruits are 
are assembled to passe, it is time for a 
create the finished taste of down-to- o — 
: product. earth desi ingredients 
? Unlike Gucci or like jaljeera, rasam 
š - Louis Vuitton, which and ganna (sugar- of drinking it. LOCAL FLAVOUR: Desi 
use their initials as cane) in exotic, elu- Says Santosh cocktails using vodka is 
trademarks on their sive cocktails. Kanekar, marketing fast becoming a craze 
goods, Tod's is iden- Mixinga drink will director of Diageo 
LOOKING FOR THE tified by its distinctive take on a whole new India, *Smirnoff is ous molecular mixo- 
perfect Cinderella fit gomminos or small meaning with Diageo triple distilled and logist Tom Warden. 
in shoes? Here's your pebbles with the India promoting its every drop is 10 times So, while tea lovers 
chance. Hand-stiched company’s name Smirnoff range of filtered through silver can make their own 
Tod's shoes and hand embossed on them. Its vodkas that can be birch wood charcoal Smirnoff tea using a 
bags are now in India. — famous luxury mocc- mixed with anything for over eight hours, little bit of tea leaves, 
Italian premium asins have 133 rubber worth a slurp — from making it the purest mint and vodka, one 
leather brand Tod's pebbles on the sole. tea to nimbu panito ofall vodkas. Itis this can also create Smir- 
established its first . The president and jaljeera. The idea is purity that help it mix noflrasam by adding 
two outlets in CEO of the group tomaketherumand with just about any- strained rasam to 45 
Bangalore and Mum- Diego Della Valle, 55, whisky-happy Indian thing and everything.” | ml of vodka, and 
bai earlier this year. who was in Delhi -  — who generally These cocktail reci- garnish with a wedge 
They set up their third recently, says, “India avoid vodka — see pes have been prepar- __ of lime. 
outlet in Delhi rece- is one of the most the multifarious ways ed for Diageo by fam- Shalini S. Sharma 
ntly to cater to high- important markets for 
spenders who don’t the company at . 
Wink twice before present as there is a Green Ride: A single-seater bamboo-made electrical car 'BamGoo' is dis- 
buying a pair of shoes big group of Indian played in Kyoto city. The eco-friendly car can run for 50 km on a single charge. 
for Rs 50,000. customers who are RH a š — 
And the price may ` influential and have à 
aptly be justified as it the right kind of 
is no ordinary product exposure.” 
that Tod’s makes. — . Next year the com- 
Not only are Tod's . pany is going to add a 
hand bags, shoes and new product to its 
select pieces of gar- global portfolio — 
ments handstitched — sunglasses — which 
by skilled artisans, Della Valle says will 
there are over 100 - simultaneously be E 
processes involved in launched in India too. 
making a single pair — So, get ready for 
of footwear, which a really trendy look 
takes over a week to this winter. 
complete. Sometimes Shalini S. Sharma 
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God in China 


LORD GANESHAS MOST 
recent abode is shelves 
of Lladro stores in 
India. The Spanish 
maker of porcelain 
figurines has come out 
with a series of Gane- 
sha idols. These figu- 
rines are unique in 
their form. Veena 
Ganeshas, flute- 
playing Ganeshas and 
dancing Ganeshas are 
available at Lladro 
stores in Mumbai, 
Delhi, Gurgaon, Hyd- 
erabad, Kolkata and 
Bangalore. 

The dancing idols 
are apparently the 
most popular and are 
already out of stock 
in some stores. All 
three Ganesha ver- 
sions are part of Lla- 
dros 'open' series and 
are made on demand. 

Is there some myth- 
ological significance of 
these figurines as the 
Veena in Hindu myth- 
ology is associated 
with Goddess Saras- 
wati and flute with 
Lord Krishna? Says 
Devdutt Pattanaik, 
author of books such 
as Myth-Mythiya, "Tt 
is pure art and there is 








PORCELAIN BEAUTY: 
Lladro's Ganesha (left) 
and Radha-Krishna idols 


no significance what- 
soever of Ganesha 
holding a veena or a 
flute". He adds, *His 
popularity stems from 
the fact that he is less 
intimidating and invo- 
kes lesser fear than 
other gods.” The Gan- 
esha with flute is also 
unique because Lla- 
dro’s Ganesha holds 
the flute on the right 
side as against Lord 
Krishna, who holds it 
on the left side. 

All idols are 
available in the size of 
23x19 cm, with a price 
tag of Rs 55,000. 
Besides, there are 
figurines of Goddess 
Lakshmi (38x26 cm) 
and that of Radha 
Krishna (45x33cm) 
for Rs 2,35,000 and 
Rs 2,47,625, respec- 
tively. You can also 
have your Lladro 
figurine engraved 
with a personal 
message for free. 
Heres a Spanish touch 
for Indian deities! 

Muthukumar K. 


BON VIVANT 


Collector's paradise 


WALKING THROUGH THE NARROW SERPENTINE LANES 
of the bustling bazaar, in the dusty outskirts 
of Chhattarpur in Delhi, the last thing one can 
expect to find is a new piece of intriguing 
artwork. 

But this place could well be the end of your 
quest for exquisite art pieces. Behind an 
imposing black gate, up dimly lit stairs, there is a 
tiny art gallery with a displayed collection of glass 
carvings, copper works and silver skulls from 
Japan, Bali and Cambodia. 

The exhibition at the &2f22e!'s art gallery is 
rightly named Art Symphony. The multifaceted 
vases could leave you awestruck. The copper 
-works from Bali, fashioned out of bark, are a 
visual delight. The copper plated on the 
pieces is hand beaten to give it the right 
shape and texture, and the combination of 
wood and metal allows the light to direct the 
viewer into different dimensions and details 
of the piece. 

The glass carvings from Japan are the most 
enigmatic — torso in clear glass, a turtle carrying 
his progeny on his shell carved out of a single 
piece, and a wide Buddha head, made from a 
block of sea-green glass. Placed on a wooden 
stand, the Buddha has an unusual smile, its 
texture reflecting the calm inside. 

These exotic items are on display at 
Rafaael's till mid-November. Gallery directors 
Ritu Walia and Shiba Shaw commissioned 
artisans in the remote regions of Japan, Bali 
and Cambodia to specially carve this collection. 
A trek to Chhattarpur to get a glimpse may be 
worth the effort. 
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BROWSING 
Michael 
Jansen 


CEO and MD, 
Satellier Inc. 


At the moment, | am 
reading Super Crunchers 
by JAN AYRES. This book 

looks at how 
organisations are using 
the massive amount of 
data available to gain 
new insight into human 
behaviour. It is a 
refreshing read about the 
different ways to think 
about data as well as how 
the so-called ‘super 
crunchers’ — people who 
use statistical tools to 
analyse databases — are 
making predictions that 
impact real-world 
decisions, with increased 
speed and scale. Next on 
my list is Shantaram by 
Gregory David Roberts. 


Buffett: Worth His 
Weight In Book 


by feroz ahmed 


THE SNOWBALL 

WARREN BUFFETT AND THE BUSINESS OF LIFE 
BY ALICE SCHROEDER; BLOOMSBURY; 

PAGES: 935; PRICE: Rs 995 


AS THE MOST CELEBRATED STOCK INVESTOR IN THE 
world, there has never been shortage on 
wordage about Warren Buffett's life and career. 
But this biography is the authorised one. The 
stock analyst author, who has covered Buffett’s 
company, Berkshire Hathaway, since the late 
1990s, has milked the easy access to Buffett 
himself, his family and friends to compile a 
biopic that weighs over half a kilo even in its pa- 
perback version. Still, it is worth a read for the 
Buffett buffs and investors searching for secrets 
of the ‘King of Wall Street’, who was a million- 
aire by the time he was 30 years old and contin- 
ues to be among the world's richest people for 
many years with a personal net worth of nearly 
$65 billion in 2007. 

Importantly, the timing of the biography is 
just about perfect. Buffett’s previously un- 
heeded warnings about the love of leveraging in 
the US — by the government, financial firms, 
and even by ordinary folks — is threatening to 
bring the world down. The ‘Oracle of Omaha’ 
has grown in stature once again. Earlier in the 
1990s, he had stayed away from dotcom stocks 
and avoided the sorry fate of the rest of Wall 
Street who lost billions in the ensuing crash. 
Buffett's stock as the wise man of Wall Street 
has multiplied as the American financial sys- 
tem, and its imitators elsewhere, have been 
crushed by the debt of their own making. 

As a biography, THE SNOWBALL is any- 
thing but a page-turner. Access has clearly 
played spoilsport here. Schroeder has collected 
too much information, especially about Buf- 





ALICE SCHROEDER began her career as a certified 
public accountant working for Ernst & Young before 
being appointed managing director at Morgan 
Stanley. She was ranked the No. 1 All America 
Research Analyst by /nstitutional Investor in 2001 
and 2002. Schroeder first met Warren Buffett in 
1998. It was Buffett who suggested that Schroeder 
should focus on writing rather than following stocks. 


fett's household and his woman friends. As a re- 
sult, she often tends to get lost in detailing and 
forgets to take the narrative forward. In fact, al- 
most half the fat volume is about Buffett's wife, 
Susie, and his celebrated friends, including his 
junior partner Charlie Munger, Washington 
Post owner Kay Graham, and Microsoft boss 
Bill Gates. 

Still, Schroeder uses the hitherto less familiar 
facts about the man behind the chillingly effi- 
cient investor to paint a ‘less flattering version’ 
of him, something which Buffett asked of her. 

So you learn that one ofthe richest men in the 
world is actually a cheapskate. Buffett loves 
thrift, and does not care if others consider him 
stingy. He still prefers a gifted T-shirt to a cus- 
tom suit. For a long time, he saved money on 
lodging and office space in New York by staying 
with a dead friend's mother, and working from 
the crummy office of one of his brokers. Only 
when his family travelled with him to New York 
would he stay in a hotel, and that too in a cheap 
room. You also learn that he is so single-minded 
about making money that he sits in his room 
reading financial papers even when he is at a 
beautiful mountain resort. 

The obsessive love for money and financial 
independence displayed by Buffett runs in his 
family. His grocer grandfather, Ernest Buffett, 
charged Warren's father, Howard, for provi- 
sions when the latter's stock trading business 
went bust in the great Wall Street crash of 1929 
and he had no job to support his family. The 
only concession was that Howard could buy the 
supplies on credit. 

For those looking for the familiar superman 
investor, Schroeder recounts some of the key 
deals of Buffett's career that taught him impor- 
tant lessons and tested him. These include 
his failure to unlock 
value in a windmill- 
maker, Dempster, after 
the locals declared him a 
public enemy for trying 
to strip assets of the 
town’s only industrial 
unit and its biggest job 
provider. This ensured 
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that when Buffett acquired textile company 
Berkshire Hathaway, he started by promising 
not to cut jobs or shut plants though he knew it 
was inevitable. However, Buffett displayed sur- 
prising honesty when he issued Class B shares 
of Berkshire Hathaway, which later became his 
main holding company. He made public state- 
ments that he himself would not buy the Class B 
shares that did not give its buyers any owner- 
ship rights in the company. 

Schroeder also notes the change in Buffett's 
outlook towards money in his later years. 
Through much of his life, he reluctantly sup- 
ported his wife's charitable projects. He has now 
committed most of his wealth to Gates’ charity, 
and reckons that rate of return on investments 
alone is not a measure of greatness and does not 
extend a man’s prestige beyond his life. You can- 
not write a cheque for love and respect, he says. 


SELECTION 1 
Women 
At Work 


GENDER STEREOTYPES 
IN CORPORATE INDIA 

A GLIMPSE 

BY SUJOYA BASU; 
RESPONSE/SAGE; 

PAGES: 367; PRICE: Rs 495 





THIS IS NEITHER THE MOST ENGAGING NOR THE 
most well-written book. However, it is an impor- 
tant one. Sujoya Basu, a professor at the Faculty 
of Behavioural Sciences at the Indian Institute 
of Management, Kolkata, has chosen to explore 
the ‘understated’ gender stereotypes that inform 
attitudes towards women in corporate India, 
and thus determine their progress through the 
ranks. In what is a revealing study, Basu shows 
why high-ranking successful women managers 
continue to be notable exceptions rather than a 
norm. Most women managers in corporate 
India continue to occupy middle or low-ranking 
positions — an obvious fact, which nonetheless 
needs reiteration. 

She finds that while women managers in 
India largely face the same challenges as their 
counterparts in other parts of the world — glass 
ceiling, biased evaluation and appraisals, poor 
career advancement, difficult leadership experi- 
ences and job segregation — they also have their 
unique set of hurdles to overcome. Basu uses tes- 
timonials and case studies to highlight individ- 
ual experiences of women in various sectors and 
managerial positions, and draw our attention to 
the subtle and numerous ways in which women 





managers find themselves undermined and 
overlooked as professionals. 

The book is also about stereotypes — what are 
they, how do they get formed, how can they be 
subverted? “Stereotypes per se are not dangerous 
or negative in nature... The problem with stereo- 
types is that they mostly become inaccurate over 
time, especially when they are stereotypes held 
by men of women in workplaces, which tradi- 
tionally have been male bastions,” says Basu. 

Sumati Nagrath 


SELECTION 2 
Heritage 
Duties 


I DID NOT ENJOY MY FIRST VISIT 
to the Taj Mahal 15 years ago. 
It was yellow and grey — not 
the pearly white I remem- 
bered from my history text- 
book. And even as a 10-year 
old, I found it disrespectful that people yelled 
and littered at what was the final resting place 
of an emperor and his queen. 

Perhaps, Giles Tillotson’s TAJ MAHAL will 
encourage us to look at this monument differ- 
ently. Tillotson’s training in history of art and 
his study of India’s architecture make for an 
erudite and fascinating read. 

The Taj’s origin is proof that the butterfly ef- 
fect is indeed powerful. A few arranged- 
marriages here, a few incidents of fratricide 
there and, lo and behold, Shah Jahan, the grand- 
son of Akbar is bethroed to Mumtaz — originally 
Arjumand Banu Begam and the granddaughter 
of a wandering Persian nobleman, who wanted 
to establish his family at the Mughal court. 

Despite the political beginning, the couple 
fell in love. And so the Taj was built. This has 
not stopped historians and art 'experts' from 
suggesting other theories of Taj’s origins. Tillot- 
son politely demolishes each claim, including 
one from the Bajrang Dal, which had de- 
manded the Taj Mahal be renamed 'Tejo Mai 
Mahal' as it was originally a Hindu temple. 

He also attacks the crass commercialisation 
attempted by the Mayawati government, which 
proposed the infamous Taj Corridor. 
Thankfully, the idea never saw the light of 
day. But as long as the Taj Mahal exists, there 
will be con men and politicians, and con men 
who are politicians who will seek to exploit it. 
Tillotson's wonderful, multi-disciplinary book 
reminds us that it is our duty to protect our 
country’s most famous symbol. 

Pierre Mario Fitter 
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CREATING MAGIC: 
10 COMMON 
SENSE 
LEADERSHIP 
STRATEGIES 
FROM A LIFE AT 
DISNEY 

BY LEE COCKERELL 
VERMILLION 

In this book, Lee 
Cockerell, the executive 
vice-president of 
operations for the Walt 
Disney World Resorts for 
over a decade, reveals 
the real-world managerial 
'magic' that makes the 
make-believe world of 
Mickey Mouse, Donald 
Duck and other 
fantastical characters 
possible. He draws on his 
extensive experience to 
share what he terms as 
“10 common sense 
leadership strategies", 
which he encapsulates in 
phrases such as "burn 
the free fuel", “remember 
everyone is important" 
and "develop character". 
Though they sound rather 
obvious, these lessons 
do, on occasion, have 
something new to offer. 





CHANDRAGUPT INSTITUTE OF MANAGEMENT PATNA 
Phaneeshwarnath Renu Hindi Bhawan, Chhajjubagh, Patna - 1 
Ph: 0612 - 2200489; Website: www.cimp.org.in 








Chandragupt Institute of Management, Patna (CIMP) set up in the 
year 2008 with an exclusive agenda to be a centre of excellence in 
management education and research, is an initiative of the Government of 
Bihar. Its courses, curriculum and pedagogy are designed on the lines of IIMs 
with great emphasis on the rigour in courses and quality of delivery | 
mechanisms. CIMP has been getting continuous support from IIMA and its | 
| alumni, besides those from IITs, IRMA and such leading Institutions. | 
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14| ASSISTANT | Ph.D or FPM with good academic record. 
| PROFESSOR | Atleast 3 years of Industrial/research/teaching experience. 

^T Ph.D or FPM with good academic record. 
A Minimum of 8 years of industrial /research/ teaching experience, of 
which at least 3 years should be at the level of Assistant Professor. 
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Ph.D or FPM with good academic record 


A minimum of 10 years of industrial/research / teaching experience, of 
which at least 5 years should be at the level of Associate Professor. 


| Master's Degree in an appropriate branch with good academic record. 


ACADEMIC | Candidates with teaching/ research experience in leading management 
|ASSOCIATE | institutions would be given preference. Candidates pursuing their Ph.D in 
| management can also apply. 
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i Salary similar to IIMA. In addition to this, faculty earns frauen 
I consultancy. 


| * Faculty from other national institutions such as IIMs can come on | 
leaveldeputation for shorter periods. * Institute follows reservation | 
policy. 

Application Procedure : * Please e-mail your detailed resume as an 
| attachment (in PDF or Word format) mentioning the name of the post applied | 
| for in the subject line, and a covering letter in the main body of the E-mail to | 
| director cimp.org.in Alternatively, send your detailed resume with a covering 
letter (only through speed/registered post) to Dr.V. Mukunda Das, Director 
on the above address and write the name of the post applied for in capital | 
letters on the envelope. (e.g. "APPLICATION FOR PROFESSOR") 
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India's Fastest-Growing Engineering & Project Management Company 


Shriram EPC, listed and traded on BSE and NSE, 
is one of India's fastest growing Engineering & 
Project Management Companies. The Company 
is a part of the Rs.20,000 crore Chennai-based 
Shriram Group, the Financial Services Giant. 
Headquartered at Chennai, the Company has 
offices in Mumbai, New Delhi, Kolkata and Beijing. 


Shriram EPC is engaged in executing EPC / LSTK 
basis projects in Power / Metallurgy / Process / 
Water / Pipe Rehabilitation and Renewable 
Energy Projects in India and other Asian countries. 
The Company has project experience and 
footprint stretch across 16 States in India 
and overseas. 


Shriram ĵepc 
Engineering the future 
SHRIRAM EPC LIMITED 
9 Vanagaram Road, Ayanambakkam, Chennai-95. Ph: 044-2653 3109/ 3313/1592 . www.shriramepc.com 
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Lost In Minutiae 


The Reserve 
Bank is lost in 


the thousands 
of pages of 
regulations it 
has created, and 
keeps making 
minute and 
ineffectual 
changes in them 





THE LATEST MEASURES OF THE RESERVE BANK OF 
India (RBI) giving banks access to more cash 
at lower interest rates will no doubt be wel- 
comed by the market; a market does not exist 
which does not love handouts. What is 
important about the measures, however, is 
what they tell us about the points of weakness in 
the market. 

First, there is the obscurely 
worded permission given to foreign 
financial institutions to borrow 
abroad. These institutions are at 
home in a foreign country, and do 
not need RBI's permission to borrow 
there. It seems to be suddenly 
worried that so many foreign invest- 
ment institutions are dumping 
Indian shares and shipping the pro- 
ceeds abroad, and to be telling them 
that they can borrow abroad to 
continue holding the shares. But 
those that are in financial trouble at 
home will sell off their Indian hold- 
ings anyway; the rest will not borrow 
to hold Indian equity whose prices 
may fall further. 

Second, there is a cut in the cash 
reserve ratio (CRR) from 6.5 to 5.5 per cent in 
two instalments. Just what this delay in reduc- 
tion achieves, apart from showing how impor- 
tant RBI is, is unclear. RBI says that the reduc- 
tion will release Rs 40,000 crore into the 
economy. It will do nothing of that sort. It will 
increase by that much the credit banks can 
give without breaching the minimum CRR 
requirements. But banks are not obliged to give 
the credit; and given the uncertain financial 
status of potential borrowers in a shaky 
economy, banks are not likely to give fresh 
credit in a hurry. In these circumstances, the 
CRR serves no purpose. It is the banks’ own 
cash that they are not allowed to use without 
RBI's permission. RBI may just as well reduce it 
to zero and sit back in peace. But that would 
deprive it of the opportunity of making 
weighty announcements of relaxation every few 
weeks; so just to keep in the news, it will keep 
the CRR. 

Although RBI refuses to let banks use their 
own cash, it can never afford to let them run 
short of cash. So it graciously permits them to 
borrow their own cash under the laughable LAF 
— Liquidity Adjustment Facility — and charges 


SUBHABRATA DAS 


them interest for doing so. This favour too 
comes at a price — a number of prices to be ex- 
act. RBI lets banks borrow some money under 
its LAF at the repo rate; but that is too simple. 
So now RBI will let them borrow some more 
money at the repo rate; but it will be no laugh- 
ing matter. It will be under Section 17(3b) of the 
grand Reserve Bank of India Act. And the banks 
had better repay that money in three months, or 
else — RBI will make them crawl on their knees 
before it gives them more credit. 

A fortnight ago, RBI had given banks special 
permission to lend to mutual funds which 
were facing a run, but only up to 0.5 per cent of 
banks’ deposits, which RBI prefers to calf 
Net Demand and Time Liabilities. Why the 
facility should be related to banks’ liabilities 
and not mutual funds’ is a secret RBI is not 
about to reveal. Now, apparently, it is not only 
mutual funds that are in trouble; it has spread 
to non-bank finance companies (NBFCs) — 
mostly organisers of big equity and debt deals. 
So banks will be allowed to lend money to 
both up to 1.5 per cent of their deposits. The 
favour is not only temporary but ad hoc as well, 
available only till RBI looks up from its other 
concerns and reviews it. At that point, it will be 
further extended, though RBI would never 
say that. 

Some of those NBFCs are anointed Systemi- 
cally Important Non-deposit-taking Non- 
Banking Finance Companies. As a special 
favour, RBI has given them permission to 
borrow abroad provided they take its permis- 
sion. Some of the FIIs are selling off Indian 
shares because the banks in India they had bor- 
rowed from are asking them to return the 
money. So now they are being allowed to get the 
money abroad. 

RBI's circular of 1 November is a typical case 
of its orotund, pompous and obscure style. It 
has herded financial institutions into a large 
number of enclosures, created thousands of 
pages of regulations for each enclosure, and it 
keeps making minute changes in the regula- 
tions. This is what good administration was 
supposed to mean when RBI was born, just 
after the last Great Depression. The world has 
moved on to simpler and more result-oriented 
regulation. Maybe that is why the world is in 
trouble, whereas the Indian financial system is 
merely in stasis. A tremendous achievement at 
an inestimable cost. 
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Every brave little step can make a difference for many. 


It's amazing what one can do with a bit of courage. At Bharti, our dreams have always been bigger than our 
resources. And that's what continues to drive us. We have always believed that it is possible to transform the 
future. To take brave steps and make a difference to the lives of millions of people. That's why we have 
decided to build businesses that have deep impact on society. Like telecom services that connect over 80 
million people across towns and villages. Our chain of retail stores that help people save money and live a 
better life. Financial services that secure the future of millions of people. And most importantly, imparting free 
education to under privileged children in the remotest areas of India, through hundreds of schools under the 
Bharti Foundation. Because, we believe that every brave little step can deliver real transformation. 


As we celebrate our fresh, new brand identity, we thank our customers, business partners, shareholders and 
our teams for giving us the freedom to dream and helping us deliver real transformations. 


bharti 


MM&PO/SSRM-KOL RMS/WB/RNP-233/LPWP-28/2007-09 MM&PO/SSRM-KOL RMS/WB/RNP-233/FGN-19/LPWP-FGN-29/2007-09 RNI NO. 39847/81 F. 


Our blue reflects the depth of our integrity and the expanse of our values. Our orange stands for the passion that fuels every venture we undertake. 


The two arrowheads signify focused diversity and our quest to grow. 
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2. Bringing delight to more 


Unchanging values...in changing times. 


re | Housing & Infrastructure | Education | Power Generation Leisure & Hospitality | Plantations & Estates | Travel Services | Precious Metals 
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From Financial Dervices to Plantations & Estates, we bring joy in your lite. 
At The Muthoot Group, age old traditions co-exist in perfect harmony with the modern Way of life. Which is wh 
r continued to blaze trails in new avenues of business, while serving its customers with honesty, integrity and determinati 


than 40,000 families every day, through over 1000 offices across the nation. 


Financial Services | Wealth Management | Money Transfer | Forex | Securities | Vehicle & Asset Finance | Media | Information Technology | Healt 
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Features 
For customers having individual Savings/Current Accounts 

Combines features of Demand Draft, Traveller’s Cheque, Gift Cheque and normal Cheque 
Available in Rs. 1000/-, Rs. 5000/- and Rs. 10,000 /- denominations 

Available in select CBS branches and payable at par at all CBS branches 

Earn interest on balance in Savings Bank Accounts 


Toll-free Helpline : 1800 345 0123 www.ucobank.com *Conditions apply. 


Honours Your Trust 
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Precious Precision 


Ahmedabad: The Golden Time (079) 2644 2802 Bangalore 
Baroda: C.H.Jewellers (Alkapur 265) 398 3500 Chennai: GRT, New Showroom (Coats Road,N.Usman Road) 
2t & Devji Diamonds Pvt. Ltd V. Swami Road-E) (04 554 4401Delhi: Bhola Sons Jewellers (Karol Baugh) (011) 2875 8383 Khanna Jewellers 
Hyderabad: F1 Time Machine (Banjara Hills) (040) 23. 7 6296 Meena Jewellers (Basheer B 040) 2329 9509 Kanpur: Kays Jewels 
š 55 2625 Kolkata: Ram's Watches (Metro Shopping ( ) (033) 2288 8882 Lucknow: 
2621834 Mumbai: Arena Jewellers (Breach Candy) (022) 2368 1122 Arena Jewellers 
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) 24136032 Mangalore: Kyri 4252239 New Delhi : Samay Watches 
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* For further details please call +91 22 2494 1555 or mail at info@timond.com 





Bank On The Businesswor 


Bright Side 


TROUBLED AS I BRIEFLY 
was by the thought of 
John McCain and 
Sarah Palin winning 
the US presidential 
election, I comforted 
myself with the fact 
that things could 
have been worse — 
the Republican ticket 
could have had Dan 
Quayle and Palin. 

Looking at the 
bright side helps tide 
over hard times. That's the mindset 
with which we approached this 
year’s banking survey. With banks 
crumbling globally, the fact that In- 
dian banks — 80 per cent of which 
are state-owned — are shackled by 
archaic rules, function as an oligar- 
chy, serve only 40 per cent of the 
population, and lose billions from 
forced political patronage seems 
like a petty misdemeanour. 

Despite the common binds on 
banks, some vastly outperform oth- 
ers. This can be put down to the in- 
dividual skill of their manage- 
ments. If such talent was unleashed 
through reforms, many Indian 
banks could surpass their global 
peers. But this is unlikely to happen 
— at least not soon. New Delhi's re- 
sponse to crises is well docu- 
mented. It does nothing. India 
alone among the major economies 
has done nothing meaningful to 
combat the slowdown. So, the Re- 
serve Bank of India's promised re- 





view of banking in 
2009 is unlikely to 
bring the changes the 
sector so desperately 
needs: further priva- 
tisation, greater con- 
solidation, and more 
competition (domes- 
tic and foreign). 

Such obtuse deci- 
sion-making is pre- 
venting India's banks 
and financial markets 
from acquiring depth. 
For example, India has no long- 
term debt market and this hinders 
businesses from building scale. As a 
result, economic activity is eons 
away from reaching its full potential 
and creating the 50 million jobs 
needed over the next decade to em- 
ploy a growing population. 

The prospects of securing India's 
development in such circumstan- 
ces appear bleak. But ironically, se- 
curing India's growth will be easier. 
The distortions in the system af- 
ford opportunity for great profit. 
Connected individuals in regulated 
industries, such as real estate, tele- 
com, mining and power, have 
grabbed national assets at throw- 
away prices and are making gener- 
ous margins, swelling the GDP. 

Ifthe glbbal crisis worsens, could 
New Delhi be forced to replace the 
incremental progress of such con- 
fused crony capitalism with sma- 
rter, bolder moves? One hopes so. 
One has to look at the bright side. 


A bet 


jehangir s. pocha, editor 
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Treat someone special 
to a holiday, courtesy Visa 


Book with your Visa Card on www.travelocity.co.in and get up to 
10096* cash back! 
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Now save big when you fly with Visa. Just log on to www.travelocity.co.in Tor your 


domestic travel bookings. Opt for a "Fly & Stay Package" to get fantastic cash backs on 
your companion's flight ticket 


lica Diatiniim C 7 
Visa Platinum Card 








Visa Gold Card 


What's more, you can also get cash back on your domestic flight tickets and not 
bookings when you travel alone. Book today and make it a special holiday. Uniy 


x | 
* travelocity.co.in 


The world's online travel pioneer. 


*Conditions apply. Offer valid till April 30, 2009. For more details, ¢ 
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VISA 


All it takes. 








WRITE IN AT 
bweditor@abp.in 
or post us on 


www.businessworld.in 


Villages Needs Attention 

India’s economic boom is standing on a shaky 
foundation (‘Bridging The Gap’, BW, 10 
November 2008). Highways, bridges, airports 
and power are severely short in supply. And 
what's already there is crumbling under the 
weight of development. Without affordable 
homes, reliable power and water supply and a 
modern transportation network, the chasm 
between India’s elite and its millions of poor 
will continue to widen. India today has just 
3,700 miles of highways. It is no wonder that 
foreign companies choose China over India to 


set up plants. Compared to China, India invests 
far smaller proportion of its GDP on infrastruc- 


ture projects. The government should focus on 
starting infrastructure projects in the rural 
areas. This will create jobs there and contain 
the relentless exodus towards cities. While the 
laws of supply and demand argue that India’s 
infrastructure gap could be filled, that logic 
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Unfairly Ostracised? 


IPL being the ‘official’ league will always have more clout 
and credibility than ICL (“Mission [Not] Impossible’, BW, 
17 November 2008). Recognition of ICL by the 
International Cricket Council (ICC) and acceptance from 
the Board of Control for Cricket in India (BCCI) will bring 
more competition and excitement to this cricket league. An 
ICC endorsement will instill confidence in both players and 
sponsors. But, at the end of the day, it is the quality of 
players and the game they play that will draw audience to 
the fields and to television sets. It is good that ICL is trying 
to rope in more international players to make the league 
more formal and competitive. ICL owner Subhash Chandra 
should sell ownership of some ICL teams to make the 
league more financially viable. 


Rakhee Mehra, Jaipur 


ignores the corrosive effect of the country’s 
politics. Unless the country shakes off its 
legacy of bureaucracy, dirty politics and 
corruption, its ability to build adequate 
infrastructure will always remain in doubt. 
Seema Malik, Ludhiana 


Golden Chance 
With such a huge network at their disposal, 
The Department of Post can not only 
distribute gold but also other products such 
as mutual funds and insurance (‘Bullion In 
Your Post’, BW, 10 November 2008). Gold 
has always been a balancing element in 
investors’ portfolios, and with post offices 
(POs) now selling it, investors will have quick 
access to guaranteed pure gold at 
government-fixed prices. Sales at POs will 
definitely increase in the near future, but the 
POs have to have a buyback scheme in place 
to make it viable for buyers. 

Bal Govind, on email 


The Real Picture 
BW °s story on lay offs was well researched 
and analysed (‘Pink Slip Winter’, BW, 3 
November 2008). The true state of affairs 
was rightly described by former finance 
minister Yashwant Sinha when he said, “It is 
just the beginning. Many sectors are already 
in distress and more will go into distress.” 
V.N. Ramaswamy, Secunderabad 


Letters may have been edited for brevity. 
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BANKING SURVEY 


" Kr REL. 


iP e“ 
roe qus 


A BW-PwC survey of Indian 

banks, and its findings. 
Methodology 

How we arrived at the results. 


The Rankings 


How banks stack up on parameters. 


PROFILES 
56 Axis Bank 
o6 Bank of India 
60 Citibank 


d 


62 Federal Bank 
66 The Risk Factor 


A special survey on risk-management. 

JO Image Building 

Banks too have become brand conscious. 

/4 Facing Charges 

Complaints galore against banks. 

/O Hi-tech Banking 

How technology factors in banks' business. 
New Vistas 

Banks are focusing on inclusive growth. 

eri ) 

S2 Comment 

PwC's J. Purandare and P. Ghosh. 

CDTPCTAT DEPDnD'FT 

or E CI AL nRorU RT 


A curtain raiser to CII-WEF India 
Economic Summit 2008. 


98 Essentials In Manufacturing 
Why Indian producers should think big. 


LOO Green Opportunity 


Lacunae in renewable energy policy. 





P.J. Nayak’s Axis 
Bank has topped 
the charts 






SATHEESH NAIR 
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Watch the Grand Prix car with 
Mika Hakkinen LIVE IN ACTION 
at Bandra Reclamation, Mumbai 
on 30th November 


JOHNNIE WALKER 
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1joy Responsibly. To get your passes log on to www. jointhepact.com or sms ‘JW’ to 58888. 


Businessworld 





IN THE NEWS 
26 Keynesian Beijing 


Chinas crisis strategy boosts hope. 


28 6-20Jamboree 


The global meet does not hold much hope. 


30 Job Jitters 


How bad is tide of pink slips going to be. 


32 Terror’s New Faces 
Hindu outfits’ aggressive bend is disturbing. 


| 36 Time For Change 
104 Interview: Klaus Schwab Why power-trading reforms need a revamp. , 


The WEF chief on global relevance. A i : 
. f 38 Ministerial Logjam 
106 Comment: K. Mahbubani Sparring stalls energy policy. 


On restructuring global governance. 








108 Together We Survive aN DEPTH 
The pros and cons of coalition politics. 84 Hard Reality 

| | i Buyers stay away from real estate. 
ON POINT 88 Driving Away 


Fallin used-trucks sales has deeper meaning. 


14 Advertising Blues 
Slowdown affecting sports ad spend too. 92 Tough Task 

Awareness keyto cervical cancer vaccination. 
16 The Nano Effect 


West Bengal may lose yet another project. IN VOGUE 
90 FIANCHETTO 112 Classic Show 


š j Cartier’s vintage car show comes to India. 
The week's strategic corporate moves. Š 


114 Evergreen Bond 
22 QUIGK TAKE The latest rit film, and an enduring brand. 


Should parties file audited accounts? 122 Bookmark 


Indian design edge; and learning strategies. 


BWonline COLUMNS 


businessworld.in 22 Omkar Goswami 
40 Bill Emmott 


Pradeep Sebastian reviews Pauline Kael’s BW & YOU 
book and her contribution to film criticism. OS FEEDBACK 


124 BW OPINION 


Tushar Kanwar checks out the usability of 
Total number of pages BUEN ES ET EE CURE LUE C LLL CR Cover Design by Jyoti Thapa Mani 








including cover: 126 Photographs:Tribhuwan Sharma; Dreamstime & Reuters 
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ING 


ING VYSYA BANK 


Toll Free-1800 425 9900. www.ingvysyabank.com 





SPORTS 


Advertising Googly | 


Indications 
are that a 
slowdown is 
catching up 
on sports 
spending 


CHEER NO MORE: 
Indian Premier League’s 
Twenty20 might not 
remain the money 
spinner that it has been 





AS THE FLOW OF BAD 
news on the economic 
front gathers momen- 
tum, the sports busi- 
ness is running into a 
headwind. With real 
estate, banking and 
financial services, 
auto and ancillaries, 
retail — industries 
that funded the gro- 
wth of professional 
sports during the past 
year — struggling, th- 
ere are worries about 
the nascent industry's 
prospects of maintai- 
ning the good run. 

Most companies 
say they will keep 


re ^ 


A y D. a 
ras } xy j^ A FIR 


their existing commit- 
ments to sports, but 
won't raise budgets in 
2009. This is expec- 
ted to lead to a mad 
scramble for a share 
of frugal corporate 
marketing budgets. 
While it is a no-brai- 
ner that cricket will 
trump all other spo- 
rts, there will be stiff 
competition between 
Indian Premier Lea- 
gue (IPL) matches 
and international 
cricket matches. 
Between now and 
the end of 2009, 
there are two IPL 





Champions League 
matches and one IPL 
tournament schedu- 
led, besides two ICC 
events — the Twenty- 
20 World Cup and 
the Champions Tro- 
phy — not to mention 
five bilateral series in- 
volving India. And if 
the tepid response of 
the fans and the ad- 
vertisers to the just- 
concluded India- 
Australia series is any 
indication, cricket 
marketers are in for a 
rude shock. 

During a down- 
turn, though con- 
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sumers spend more 
hours watching sports 
and other entertain- 
ment on television, it 
is also true that firms 
prefer to spend on 
marketing initiatives 
that yield immediate 
sales rather than mere 
exposure of their 
brands. So, sports 
marketers have to be 
mindful of creating 
more opportunities 
for sponsors to exploit 
their association with 
a sport — on grounds 
and in stores — to sell 
and not just tell. 
Feroz Ahmed 


— billion. The amount Qatar will invest in India over the next five years in energy-related sectors. 





WEST BENGAL 


“The government is barking up the 


wrong tree by pumping in more liquidity." 


Empty State 


After Nano, 
West Bengal 
might lose yet 
another high- 
value project 
to Gujarat 


BAD OMEN: West 
Bengal’s reputation 
took a dent after losing 
the Nano project 


GM LOW ON CASH 


AFTER LOSING THE NANO 
project to Gujarat, the 
Left-ruled West 
Bengal could well be 
on the verge of saying 
goodbye to another 
mega project, signed 
less than a month ago. 
On 16 October, Uni- 
versal Success Energy, 
a part of Singapore- 
based infrastructure 
firm Universal Success 
Enterprises (USEL) 
— promoted by 
Prasoon Mukherjee, 
son of senior Congress 
leader and Foreign 
Minister Pranab 
Mukherjee — had 
signed an agreement 
with the West Bengal 
government for a Rs 
60,000-crore, 10,000- 
MW power plant. 


“Even as we have co- 


General Motors said it may not have enough 
cash to continue operating through the year. 
Available cash fell to $16.2 billion at the end of 
September from $2] billion at the end of June. 


Cash and equivalents 





Ë 
i 
: 
; 
š 
- 
! 
i 


10 2Q 3Q 
Bloomberg 


mmitted an investm- 





Now USEL appears 





Kiwi's new face 
National Party lea- 
der John Key has 
emerged victorious 
in the New Zeal- 
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entof Rs 60,000 crore to be setting its sights and elections held 
we will first satisfy our- on Gujarat, where it is on 8 November 
selves that the people setting up an even - 2008, ending nine 
of Bengal are willingto bigger project — years in power for 
have the projectinthe Rs 65,000-crore, Helen Clark’s Lab- 
state” Prasoon 12,000 MW — ata our Party. Howe- 
Mukherjee had said coastal location. ver, the Prime 
after signing the MoU. Media reports say Minister-elect 
Three weeks down the Gujarat govern- needs the support 
the line, there is no up- ment has already as- of smaller parties 
date on the project, sured USEL that the such as the Maori 
which would have required land will be Party to form a 
created India’s single made available by Jan- government. Key 
largest power plant. uary 2009. It seems hopes to form the 
Even land acquisition Gujarat is thriving on new government 
is yet to start in West West Bengal’s loss. by 16 November. 
Bengal. Team BW 
x MEDIA 
E tas he on. market conditions are being 
to watch cash flow, cut expenses hyped as doomsday news. The 
and avoid acquisitions. A daily operational changes companies 
and runs it as a lead story. Relia- as ‘negative’ acts deserving 
. nce Industries is scaling back its condemnation. 
Haryana SEZs, a financial paper In coming days, as recession 
claims and splashes itas a lead grips the world, more businesses 
story. Auto companies cut back will adjust to new realities. While 
production and this, too, gets some may write-off these and 
After initially ignoring the sub- probably the ones in which to 
prime crisis and its fallout, Indian invest. Would shareholders have 
. media is now swinging to the preferred Tata asking his CEOs to 
other extreme. Routine decisions splurge? 
—  NÜÜ take in response to Team BW 


IRAN FLEXES 
ITS MUSGLES 


lran has test-fired a 
new generation of 
long-range surface- 
to-surface missile 
— Sajjil — that 
uses solid fuel, 
making it more 
accurate than its 
predecessors, lran’s 
Defence Minister 
Mostafa Moham- 
med Najjar said on 
12 November 
2008. The minister 
said the missile 
had a range of 
about 1,200 miles 
(2,000 km). 


ADVERTISING 


OnPoint 


Hard Selling. 


Advertisers 
are adjusting 
to the 
downturn 

by telling 

it as it is 


"LET THE BAD TIMES 
roll. Fly IndiGo in 
good times and in 
bad; goes the new In- 
diGo advertisement. 

Companies are co- 
axing people to buy 
despite the economic 
slowdown through 
this new emotional 
connect. Times Music 
is selling its spiritual 





Reality 


CDs with the tag line: 
"Turn the downturn 
up, with the divine 


blessings of the Lord.” 


But deglamouris- 
ing advertising is not 
enough, says Ambi 
Parameshwaran, cre- 
ative director at FCB 
Ulka. "Customers 
want a hardcore mes- 
sage about what they 
will get." 


In the US, a Procter 


& Gamble campaign 
compares a product 
that is part of its Olay 
range of skin care pr- 
oducts with more cos- 
tly alternatives. A 
New York Life Insur- 
ance ad advises cust- 
omers to buy insura- 
nce rather than an 
expensive necklace or 
an expensive toy. 

Talk of selling in 
times of crisis. 


Janhavi Abhyankar 


TRIBHUWAN SHARMA 











Taking A Hit 


THE GLOBAL FINANCIAL CRISIS HAS DENTED 
the Asian realty sector, according to a 
report by realty consultant CB Richard 
Ellis. In India, investment in real estate 
continued to remain subdued amid 
economic worries, the report says. 
"Domestic credit control measures have 
impacted the availability of funds for 
developers,” said Anshuman Magazine, 
chairman and managing director, 
CB Richard Ellis, South Asia. 


Oil prices could soar as high as $200 a barrel by 2030, says The International Energy Agency in its 
World Energy Outlook for 2008. 


Gheck 
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HEALTH 


SOBRIETY IS IN VOGUE 


A GROUP OF MPS IN THE 
UK has called fora — 
ban on the traditional 
‘happy hours’ in bars. — 
They have also sugge- 
sted having cigarette- 
style health warnings - 
on liquor bottles. — == 
The trend of aus- — 
terity is not affecting 
the UK alone. In the + 
US, the old-fashioned 
















India PHARMACEUTICALS 
should i A La h I 
react faster elg t ) Ssue 
to drugs EUROPE RECENTLY US also refused to ap- 
banned ordered the withdra- prove the drug citing 
wal of rimonabant, an the same risks. But 
abroad 


the drugs generics, or 
legal copycats, are 
available in India. 
According to Mum- 
bai-based ORG-IMS, 
a research and consul- 


anti-obesity drug, on 
grounds that it can 
cause serious side- 
effects such as depre- 
ssion and suicidal be- 
haviour. Last year, the 


SIDE EFFECTS: 
Generic versions of an 
anti-obesity drug 
banned abroad are 
available in India 
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Kuala Lumpur, Malaysia 
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Guangzhou, China 
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Source: MasterCard Worldwide Emerging Markets Index 2008 | 


ting firm, leading 
Indian drug makers 
such as Zydus Cadila, 
Sun Pharma and Tor- 
rent Pharma are am- 
ong those who vend 
rimonabant copies in 
India to the tune of 
Rs 13 crore. 

When the US rejec- 
ted rimonabant last 
year, India’s drugs 
regulator at the time, 
M. Venkateswarulu, 
had pointed out that 
the drug was appro- 
ved in Europe — rea- 
son enough to allow 
copies to continue sel- 
ling in India. But foll- 
owing Europe's decis- 
ion, the regulators 
office, which functions 
under the health mi- 
nistry, has yet to info- 


< rm the public, or 
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make a statement or- 
dering Rimonabant 
copies off the shelves. 
The current drugs 
regulator Surinder 
Singh could not be re- 
ached for comment. 
Drug side-effects 
kill over 100,000 a 
year in the US, say 
some estimates. In 
India, thanks to a virt- 
ually moribund sys- 
tem of tracking drug 
side-effects, even data 
on how many lives are 
lost to drug reactions 
is unavailable. It is 
high time Health Mi- 
nister Anbumani Ra- 
madoss addressed 
drug safety with the 
same enthusiasm with 
which he banned sm- 
oking in public places. 
Gauri Kamath 


a> Cores 


2 ra trillion. The estimated value of global mergers and acquisitions in 2009, according to Barclays Capital. 
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ourney through the lives 
-of business legends. 


You've heard them, seen them and admired them. But behind each 
con lies a human story. Their passions, dreams and life unveiled. 


There’s no better way to fly. 








Debt strategy 
Mumbai-based 


Hindalco Industries, 
led by Kumar 
Mangalam Birla, has 
borrowed $982 
million from a group 
of 11 international 
banks to refinance the 
debt it raised for the 
purchase of Atlanta- 
based Novelis in 
2007. The Canadian 
company controls 19 
per cent of the world’s 
flat-rolled aluminum 
products and supplies 
to companies inclu- 
ding Ford Motor Co. 





SANJIT KUNDU 


Better equipped 
Coimbatore-based 
air compressor maker 
Elgi Equipments 
(EEL) has formed a 
joint venture with 
Germany-based J.P. 
Sauer & Sohn to set 
up a manufacturing 
plant in the south 
Indian city. 

The new venture 
will bring in advan- 
ced technology, new 
products and better 
product support for 
Indian navy, marine 
and special applica- 
tions in domestic 
industry, says Jairam 
Varadaraj, managing 
director of EEL. 


The foreign hand 
Tokyo-based NTT 
DoCoMo Inc., Japan's 
largest mobile phone 
operator with 54 mil- 
lion subscribers, is 
picking up a 26 per 
cent stake in Tata 


BLOOMBERG 


Groups Tata Teleser- 
vices (TTSL) for 
Y260 billion ($2.7 
billion). TTSL will 
use NTT' research 
and development ca- 
pability in wideband 
code division multi- 
ple access (WCDMA) 
and i-mode — a pac- 
ket-based service for 
mobile phones. With 
this development, 
Idea Cellular remains 
the only telecom 
operator in India that 
does not have a for- 
eign investor. 


Forging a 

double impact 
Bharat Forge and 
France-based Alstom 
have formed two 


joint venture compa- 


nies to manufacture 
equipment for the 
power sector. The 
first venture will take 
up manufacturing of 
core turbines and 
generators. Alstom 
will hold 51 per cent, 
while Bharat Forge 
will hold 49 per cent. 
The second ven- 
ture will be engaged 


F TE: aw 7 
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SANJIT KUNDU 


in manufacturing 
auxiliary units of the 
power plants. In this 
company, the equity 
holding structure 
would be reversed — 
Bharat Forge will 
hold majority 51 per 
cent stake, while 
Alstom will hold 

49 per cent. “Two 
locations have been 
identified, one in 
Gujarat and the 
other in Andhra 
Pradesh,” says Baba 
Kalyani, chairman 
and managing direc- 
tor of Bharat Forge. 








BW-THOMSON REUTERS PE DEAL TI 


KER 





November: The Asian PE market saw 784 deals worth $9.64 
billion as on 27 October. India was the largest market in tha region with 
274 deals worth wi .76 billion. 


shat Security And Intelligence Services 


Top India deals 


NATION DEALSIZE ` 





(SM) 


D.E. Shaw Group US 235.00 
(India) 
| JB Pharma SEZ | IL&FS Investment Managers “India 14.55 
Nine Dot Nine Mediaworx | TVS Capital Funds India 1.50 
CarWale.com Sierra Ventures US 7.00 
Myntra Designs Undisclosed investor US 5.00 
 eYantra Industries Argonaut Partners US 3.10 
Bluefoods Concepts Future Capital Holdings India | NA 
Mastek Nalanda Capital | Singapore NA 
x Associated Powercon Equipments SIDBI Venture Capital India | | NA 
Neilsoft 3 Trident Capital US NA 
Figures for 12 0ctober-8 November 2008 


No. of deals 
I 





, D TER JC £ 
ee oh m ves! 1n 
r Ñu 2 . 898.10 





india 
r C j if 


3,104. 


China 
X E. n 


NE 22 à—$à$ | South Korea 
f Australia 


3 Philippines 
x 291.0 


C Hong Kong 


221.00 


2 8 si Taiwan 


à 


19 NewZealand 


| G Singapore 


u > ast 
Wore ta 96.60 
) 10 20 30 


lll No. of deals 
_ Deal value 


300 1,000 1,500 2,000 2,500 3,000 3,500 


Deal value in $million 


24 NOVEMBER 2008 20 BUSINESSWORLD 


-Figures for 1 January-8 November 2008 


E 








New face 

Essar Group has app- 
ointed Pradeep Mittal 
as the managing dire- 
ctor and CEO of its 
mining business, Es- 
sar Minerals (EML). 
Mittal will be respon- 
sible for developing 
and mining of coal 
and iron ore blocks 
that the group has ac- 
quired. Prior to joi- 
ning EML, Mittal was 
the managing director 
of the mining and 
coal trading business 
of the Adani Group. 


Banking on 
government 
Pune-based Tech 
Mahindra has set up 
its sixth Centre for 
Excellence in the UK. 
The new centre will 
focus on delivering 
government sector 
services in application 
development and 
support. “This centre 


AMIT VERMA 


PE investments is nisu 
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Chemicals and 
materials 


will be a showcase for 
Tech Mahindras ser- 
vices in the European 
public sector space” 
says Mahesh Nagaraj, 
vice-president (stra- 
tegic initiatives) at 
Tech Mahindra. 


Sound bites 
Domestic newswire 
agency Press Trust 
of India (PTT) is re- 
portedly planning to 
start an audio clip- 
ping service for FM 
radio stations. The 
government is consi- 
dering permitting 
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FM radio stations to 
air news and current 


. affairs content from 
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select public broad- 
casters and newswire 
agencies. 


Corus's first cut 
UK-based steel 
maker Corus, a part 
of Tata Steel, has re- 
trenched 400 jobs 
from its distribution 


business, purportedly 


to cut costs. The 
distribution side of 
the business employs 
2,400 workers at 
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BSNL scouts 
overseas markets 
State-run Bharat 
Sanchar Nigam 
(BSNL) is planning 
to foray into count- 
ries where telecom 
density is low. “We 
are looking at over- 
seas markets and are 
open to acquisitions,” 
says Kuldeep Goyal, 
chairman and mana- 
ging director of 
BSNL. “We are look- 
ing at developing 
economies like Africa 
and Middle-East 


36 sites in the UK 
and Ireland. This is 


the first layoff 
announced by the 
steel giant since 
acquisition by Tata 
Steel in January 
2007. “The impact 
and continuation of 
the global economic 
downturn is having 

a major effect on steel 
customers in the 
automotive, construc- 
tion, and plant and 
machinery markets,” 
the company says in 

a release. 


countries.” 
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Top Asia deals 






New Zealand Crosslink Capital, — US 24.00 
| BlueRun Ventures, 
New Enterprise 
"S Associates | 
- Try: Solar Corporation _ China Intel Capital .. 18$ 20.00 
Shanghai Bolide Zuanshi Co. || China Capital. Today - | China 14.54 
B Beijing Qilin Network China Undisclosed investor US 15.00 
Information Technology Co. i | 
L- com m India i Sierra Ventures US 7.00 
- ChinaNetCenter Co. China Shenzhen Fortune China 9.86 
|] Venture Capital Co. 
- Myntra Designs .. Mia | Undisclosed investor US 5.00 
; . Hunan Lifa Chemicals Company China ‘Undisclosed investor US 2.64 
- Hunan Laobaixing China EQT Partners AB Sweden NA 
.. Pharmaceutical Chain Co. 
India NA 


Nalanda Capital 


Singapore 
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Quick Take 





Should political parties that don't file 
audited accounts be barred from contesting? 


We asked.. a Abhijit Roy, VP (marketing and sales), Berger Paints; Abhishek Singhvi, spokesperson, Congress; 

Arun Bhatt, president, ClinInvent Research; D. Balasundaram, former president, Indian Chamber of Commerce and Industry, 
Coimbatore; George V. Durai, advocate; Indranil Ghosh, partner, FoxMandal Little; Jami! Khatri, head, accounting advisory 
services, KPMG India; Prashant Panday, CEO, Radio Mirchi; Rahul Aggarwal, CEO, Optima Insurance Brokers; Sarabjit Kour 
Nangra, VP (research), Angel Broking; Shekhar Aggarwal, MD, Surya Food & Agro; Vijay Kalantri, chairman and MD, Dighi Port 





Gh Unfortunately, we are nowhere 66 Political parties should submit 6% Parties should lead by 
close to having a political audited accounts regularly. Barring example. It will help people trust 
consensus (on barring parties). 49 defaulters will be harsh. 95 the political process. $ " 
Ahhishek Singhvi, spokesperson, Vijay Kalantri, chairman and Prashant Panday, CEO, 
Congress party managing director, Dighi Port Radio Mirchi 


YES BECAUSE: Political parties contest on behalf of the people, so their disclosure norms 
should be very strict. Auditing of accounts is an important process and ensures that the party follows a 

Yes transparent financial process. However, as the rule is not enforceable, only a handful of the 900 odd 
registered political parties feel obliged. Unfortunately, the political parties that proclaim to espouse the 

O cause of the poor and the downtrodden are perpetually in breach. Filing of audited accounts inspires 
SO / O trust and confidence in the people that their representatives are following the path of probity, 
| transparency and honesty in public life. Barring the defaulting parties from contesting would surely be a 

step towards a more accountable democracy and a deterrent for rampant misuse of public funds. 


NO BEGAUSE: The focus should be on political leaders, working committee members rather 
than on political parties. Furthermore, the law on campaign finance and contributions to political parties 
N 0 requires an overhaul. Disqualification from contesting elections will not be a viable course of action. 
What the government needs to do is pass legislation that will make it mandatory for all political parties 
O to submit their audited accounts every year to the Election Commission. The law will help in keeping a 
10 / O check on the nature of large amounts of funds political parties receive during elections. The country 
needs good governance and transparency in the political system. This can only be achieved if the 
parties ensure full compliance with all existing measures that try to achieve such transparency. 


MAYBE BEGAUSE: Political parties are allowed to take contributions from companies, 

and they should submit audited accounts consistently to the concerned authorities to bring in more 
M aybe transparency in their working. However, barring parties from contesting would be too harsh. If political 

parties are regularly abstaining from submitting their accounts, then action must be taken against them 

109/ to make them adhere to the constitutional process. Political parties should inform the Election 
O Commission about their sources of funds including contributions and donations. These are 
constitutional and statutory provisions that the parties are required to meet. Electoral reforms, though 
desirable, need to be uniform and implemented in both letter and spirit across the political spectrum. 
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DSP Merrill Lynch Mutual Fund Is Now 
Mutual Fund. 


This change is in line with the global realignment of Merrill Lynch’s asset 
management business in 2006 with that of BlackRock. BlackRock is one of the 
largest listed asset management companies in the world. managing assets in 
excess of US$ 1.2 trillion (approximately Rs. 56,00,000 Cr.)* and serving clients in 
over 60 countries worldwide. 


The DSP Group, with a track record of over 140 years, is one of the oldest financial 
services firms in India. 


The increasing rate of change and complexity in financial markets creates a 
distinct advantage for those who can spot Opportunity early and react to it instantly. 
At DSP BlackRock Mutual Fund, our combination of experienced professionals. 
powerful technology and global perspective uniquely qualifies us to take 
advantage of these opportunities and offer investment solutions that are 
differentiated by choice, credibility and expertise. 


To know more visit www.dspblackrock.com or call our toll free no. 1800-345-4499 
“As on September 29, 2008. 1USD@ Rs. 46.94 
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A 
Statutory Details: DSP BlackRock Mutual Fund was set up as a trust and the settlors/sponsors are DSP HMK Holdings Pvt. Ltd. & DSP ADIKO Holdings Pvt. Ltd. 
(collectively) and BlackRock Inc. (combined liability restricted to Rs. 1 lakh). The trustee is DSP BlackRock Trustee Company Pvt. Ltd. and the investment manager is 
DSP BlackRock Investment Managers Ltd. Risk Factors: Mutual funds, like securities investments, are subject to market and other risks and there can be no assurance 
that the schemes' objectives will be achieved. As with any investment in securities, the NAV of units issued under the schemes can go up or down depending on the 
factors and forces affecting capital markets. Past performance of the sponsor/investment manager/mutual fund does not indicate the future performance of the schemes. 
Please read the Statement of Additional Information and the relevant Scheme Information Document and Key Information Memorandum carefully before investing 
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Time To Get 
Focused 


by omkar goswami 


YES, THERE IS A GLOBAL LIQUIDITY CRISIS. YES, 
world trade is slowing down. Yes, we are into a 
down cycle. But given the shrillness of the 
news commentaries, we need to ask, “Is it the 
end of the road for India?” As a starter, let us 
get a perspective on GDP growth. Even in the 
worst case scenario, India’s growth for 2008- 
09 will be over 7 per cent. I am willing to bet on 
7.5 per cent growth. Where does that put us? 
Among economies with GDP over $1 tril- 
lion, only three countries will grow faster than 
7 per cent in 2008. These are: China with a 
GDP of $4 trillion at 9.7 per cent, India with a 
GDP of $1.3 trillion at 7.5 per cent, and Russia 





good times. Find them in the woodwork and 
take them to centre-stage. 

ll Control receivables like never before. Make 
that rupee come in faster, and keep it longer. 
Make maximising ROCE (return on capital 
employed) the mantra of your company. 

Nm The client is Lakshmi. He who walks 
with her in bad times will win her loyalty in 
good times. 

li Think and act like a true Marwari. He who 
optimises cash wins. 

I have no serious concerns about the micro 
of doing business. It is the macro where I 
worry. Despite an expected growth rate of 7.5 
per cent in 2008-09, I have three anxieties. 

First, public spend on infrastructure. Ei- 
ther in December 2008 or in January 2009, 
the national elections will be announced. 
Immediately, the chief election commis- 
sioner will call a halt on all government proj- 
ects. Bureaucrats will interpret this to cover 
ongoing projects. The ministers will be away 
from work. Economic governance will come 
to a halt. Infrastructure spends won't get go- 


eMe T. a ia businesses Etis formed. It happened the last time. 
e. : ; 
It is true that growth compression of 150 ba- need to Therefore, we should do anything to prevent 
sis points from 9 per cent to 7.5 per cent will focus on the it from repeating itself. India can't afford it. 

aie pain in Sici of T — and basics HEEN the fiscal deficit, we xi the Cen- 
employment growth, and a tougher business tre, will be 4.5-4.8 per cent of GDP for 2008- 
environment. Also, those whose fortunes de- and the 09. Add to that state deficits of 4 per cent, and 
pend upon the US, the UK and the EU will be we are looking at unsustainable medium-term 
more hit than others who ply their trade in the government numbers. It is easy to say that we should spend 
domestic markets. Even within India, some on infra- our way out of trouble. The fact is that we don't 
businesses will be more affected than others. structure have fiscal surpluses to allow us to be as Keyne- 


But it is not a recession. It is a slowing down 
of growth from 9 per cent to 7.5 per cent. 
Which is way better than what it was in India 
in 2000-01 when growth was down to 4.4 per cent, or 2002- 
03, when it dipped even further to 4 per cent. 

What should Indian companies be doing in these times? It 
is all about going back to the basics — the things that all good 
companies know of, but may have forgotten in the froth of 9 
per cent plus GDP growth. Here are some ofthese basics: 

lll Profits are opinions; cash in bank is fact. So says Infosys 
chairman N.R. Narayana Murthy — a saying that should de- 
fine everything that we do in business. 

ll There are only two metrics for corporate success: per 
capita revenue productivity and per capita cost productivity. 
Another Murthy saying that is well worth taking seriously. 
ll Back to the basics: optimise supply chains, improve rev- 
enue turns, squeeze more out of the turnover to fixed assets 
ratio, cut down working capital needs per rupee of sales, 
slash every item of inessential expenditure. 

lll Go for productivity increases everywhere. These hide in 


sian as China. We should worry about what 
this deficit means for tomorrow. 

Third, the quality of governance. We will 
have a coalition government at the Centre in 2009. The ques- 
tion is, how badly fractured and dysfunctional? If it is worse 
than today’s, there will be a price to pay in terms of growth. 

Even so, there's hope. We are in a golden era of entrepreneur- 
ship. We achieve some ofthe best EBITDA (earnings before in- 
terest, taxes, depreciation and amortisation) and ROCE mar- 
gins in the world. A GDP growth rate of 7.5 per cent, or 7 per 
cent, or 6.5 per cent is not trivial. Most Indian companies know 
how to do the right things in times of trouble — and many will 
come out stronger than before. The Reserve Bank of India 
(RBI) and the Securities and Exchange Board of India (SEBI) 
have been proactive. And there is some insulation: domestic 
consumption accounts for 68 per cent of GDP; and we don’t 
have full capital account convertibility. So, let's not trash India. 








The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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NOW PAUSE, 
RECORD AND REWIND 
LIVE TELEVISION 


Introducing Tata Sky+. It'll change the way you watch TV. With Tata Sky+ in your home, 
you Can pause, record and rewind even live telecasts. So if the doorbell rings while 
sehwag’s going berserk, all you have to do is press PAUSE. He will wait for you till you are 
back and comfortable. Or if you feel like tickling your funny bone, use the REWIND 
function to replay and watch your favourite slapstick moment as many times as you like. 
And if your Friday date with your favourite action star clashes with your wife's plans = 


to watch a certain ship hit an iceberg, don't worry. Tata Sky+ will RECORD your show TATA -"w 


while you and your wife watch Jack and Rose fall into the Atlantic Ocean for the 19" time. 
ALSO ENJOY: OVER 160 CHANNELS* IN DVD QUALITY. INTERACTIVE SERVICES, 24x7 CUSTOMER SERVICE AND MORE 
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China Can. 


India Cant 





China 
plans big 
spend to 
counter 
impact of 
slowdown 


BUILDING UP: 

The $586-billion 
package is focused on 
infrastructure 


by Vishal Krishna 


DURING THE ASIAN CRISIS OF 1998, THE CHINESE 
government pumped in $190 billion to create 
more jobs in the economy. A decade later it has 
again announced a mammoth, $586-billion 
spending package, which is similar to the ‘New 
Deal’ of post-World War II Bretton Woods sys- 
tem. While Keynesian theories seem to have be- 
come popular with the Chinese government, 
economists say this move is to let the world 
know that the country is insulated from any 
form of crisis, be it economic or otherwise. 

“The intent is to attract more foreign investors 
in new projects when the economy looks up after 
such spending,” says Ashvin Parekh, national 
leader, global financial services at global consult- 
ing firm Ernst & Young, in Mumbai. He says that 
in 2008, the total foreign institutional investor 
investment in China was $1.2 trillion, and with 
such a move foreign money would come back to 
invest in the country if the government owned 
majority stakes in these new projects. China’s for- 
eign exchange reserves are close to $2 trillion. 

Money from the $586-billion package will go 
to building infrastructure such as roads and 
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highways, railway lines and low cost housing. 
Although there are no clear details about the 
specific projects or their geographical location, 
the government plans to spend an additional 
$2 trillion over the next two years. 

"The Chinese have created their ports and 
highways and, therefore, investing in additional 
infrastructure will render the economy weak if 
investors do not return,” says Dong Tao, re- 
gional chief economist at Credit Suisse in Hong 
Kong. Investor confidence is weak just now, 
though the economy will probably grow at 8 per 
cent for the next two years. This also means that 
China will be focused on reviving itself rather 
than trying to bail out other Asian economies in 
these times of financial instability. The country 
is also banking on its population of 1.3 billion to 
boost consumption. This will offset the depend- 
ence on exports, which accounts for almost 40 
per cent of its merchandise trade. 

Ha Jiming, China International Capital 
Corporations chief economist, says the govern- 
ment's budget deficit could go up from 0.6 per 
cent this year to 2.3 per cent next year when this 
public expenditure programme is implemen- 
ted. “This is still an acceptable range,” says 
Jiming, who is based in Shanghai. “The country 
needs to increase its national domestic debt by 
$732 billion next year.” 

Can India undertake a similar stimulus pack- 
age to retard the decline in its economic growth? 
Sadly, no. Such spending is not possible because 
the country has a significant fiscal deficit — 
apart from a trade deficit, which is estimated to 
be $121 billion this year. Any fiscal stimulus 
would worsen the deficit, and raise inflation to 
unmanageable levels — a definite no-no. 

The Chinese stimulus plan may boost econo- 
mic growth by 2 percentage points next year, 
says Xing Ziqiang, an economist at China Inter- 
national Capital Corporation. UBS and Credit 
Suisse had forecast expansion of no more than 
7.5 per cent for next year. But some other econo- 
mists think that the Chinese government's 
moves could be signalling something else: that 
the government's growth expectations could be 
even lower than those ofthe IMF, which reduced 
growth forecasts for global and Chinese growth 
more than three times over the past year. 

Michael Pettis, professor at Peking Univer- 
sity s Guanghua School of Management, says 
that the world is looking for more demand right 
now, not more supply. With so much excess 
capacity, and with a marked tendency to excess 
savings, he is pessimistic about the domestic 
impact of Chinas fiscal expansion. 

Time will tell. 


vishal.krishna (a) abp.in 
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STRIKING THE RIGHT BALANCE FOR OVER 150 YEARS 
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Familiar 
themes are 
likely to 
dominate 
the global 
crisis meet 


WHO LAUGHS LAST... 
Leaders at the last G-8 
meeting in Hokkaido, 
Japan in July 2008 





Usual 
Suspects 


by Srikanth Srinivas 


IT IS A PANDORA'S BOX. AND ON 15 NOVEMBER, AS 
the heads of state of the Group of Eight (G8) 
countries — along with those of other industria- 
lised and large emerging ecoriomies such as 
Australia, India and China — meet in Washing- 
ton DC at President George Bushs invitation, 
they will be opening it, again. They are meeting 
to develop coordinated responses to the global fi- 
nancial crisis. Once again, there will be talk about 
fixing the ‘international financial architecture’. 

When the phrase was first coined following 
the financial crises in Mexico in 1994-95 and 
the Asian crisis of 1997-98, it was a technical 
argument about fixing the international finan- 
cial system. But it grew and expanded to 
include debates about legitimacy, accountabil- 
ity, democratic institutions, the North-South 
economic divide, and the balance between 
public and private finance. And let us not forget 
the oodles of blame to pass around for precipi- 
tating the crises in the first place. 

This latest crisis originated in developed 
markets, so the opportunity for blame will be 
minimal. The above debates are compounded 
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by the fact that each crisis has been different on 
many levels: political, economic and strategic. 
And this complicates finding solutions to future 
crises. Whether the crisis was a currency crisis, 
solvency, banking, one of investor confidence or 
domestic policy, appears to matter little. 

The 15 November meeting — and the smaller 
meetings that will accompany it — is just the 
first; between 29 November and 2 December, 
world leaders will meet in Doha, Qatar, to 
review progress in implementing the ‘consen- 
sus that emerged from the International 
Conference on Financing for Development held 
in Monterrey, Mexico, six-and-a-half years ago. 

The reform ofthe international monetary and 
financial system was a critical theme on that 
conference's agenda; it was to be the subject of a 
review at Doha. Aldo Caliari, director of the Re- 
thinking Bretton Woods Project at the Center of 
Concern, a Washington DC-based think tank, 
suggests that this meeting was called to under- 
cut the Monterrey financing for development 
process. But his appears to be a lone voice. 

Last month, French President Nicolas Sarkozy 
said the world could not manage 21st century 
crises with 20th century institutions. In Russia, 
Prime Minister Vladimir Putin called for 'chang- 
ing the architecture of international finances' in 
September. There have been calls for putting the 
International Monetary Fund (IMF) in charge, 
and strengthening its mandate. 

Yet others have called for giving the Financial 
Stability Forum (FSF) — a forum of supervisors 
and central banks set up in 1999 — greater 
power. So despite all the sentiments about 
including emerging markets in seeking a solu- 
tion, the developed economies are 
going to continue to influence interna- 
tional monetary and economic rela- 
tions in the near future. 

Will India have any say or impact 
upon the discussions about a new fi- 
nancial architecture? Very unlikely. 
Our lack of real power in international 
organisations such as the IMF is well 
known; the FSF membership compri- 
ses mostly European countries, the US, 
Japan and the UK, even Singapore and 
Hong Kong, but not India and China. 

India, China and other emerging 
markets will have to seek their own re- 
sponses to the financial crisis. Sadly, 
much of those will be the effect of what 
the developed economies decide. We 
were not part ofthe problem in the first 
place, and we are unlikely to be part of 
the solution either. 





BLOOMBERG 


srikanth.srinivas (2) abp.in 


24 NOVEMBER 2008 28 BUSINESSWORLD 


uio»'gos]quuesuoe-11]X*A AA 03 uo So' 





s19u31eq 103u2JA ‘OID 1ISDIO 'ueuureu? 
HEAIT[EA JexXeqeagd “AW PAPS1eug 'A'g “AW 
se]|e^eqqe(] requmjA ‘OID sedsew ‘OF silnqe#!pu[ ‘049 P*T34d sipusəqO OASI ‘OAD 


ə8pə]N “a “IN uefeqejq yseley Iw — eSueg ue8eo w ereang myey “IW 
syrurumsg drusinouo1do1ju7] X evap] 


WNJIPUNUOD jnsuo» SIE JO PZ opgJOg — 70906 
punuod x 9 = A " jus MOND 2 4d22u059 
DJ p?xen 29 J AC 





I2 9u5A 
s) Sre ad 





SUVICUWA] C) zerina 





S1U24 


3|doag Duiauuo) 


DION 9 


0, V 
OY V oz\) ò 





< Yo ji 


SaUNOSaY uoun X ssauisng Jo joys <= R N > Po 
ye wo je bunoyyob 20272:⁄0 2⁄2 


SIƏUulIpd 
mo 








Companies 
continue to 

right-size 
despite the 
Prime Min- 
ister’s call 


LOSING THE THREAD: 
The textiles industry has 
reported a loss of 
700,000 jobs 





Spreads 


by Shalini S. Sharma 


INDIA INC. IS NOT IN A MOOD TO HUM TO PRIME 
Minister Manmohan Singh’s tune. Recently, on 
at least two occasions, Singh has exhorted 
Indian companies to desist from steep job cuts. 
But such rhetoric is unlikely to cut ice with 
corporates at a time when staying afloat and 
keeping the balance sheets in good shape are 
proving to be Herculean tasks. 

According to a Ficci study, there was a whop- 
ping 99 per cent dip in profitability in the June 
quarter (year-on-year) in the textile sector 
alone. Textile investments in the April-July 
quarter this fiscal were one-third compared to 
last year. Chairman of the Confederation of In- 
dian Textile Industry (Citi) R.K. Dalmia says 
many spinning mills have closed down in south 
India due to the worsening power situation and 
the overall slowdown. As per Citi's estimates, at 
least 700,000 direct jobs have been lost in the 
sector after the shutdown of 25-30 per cent of 
spindle units. Indirect job losses are in the 
region of 1.2 million-1.5 million. Garment 
exporters are in the same boat. “Order bookings 
this year are down by 20-30 per cent,” says 
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A. Shaktivel, president of Tirupur Exporters' 
Association. “Nearly 20,000 people are ex- 
pected to lose (their) jobs by January-February.” 

In the IT sector too, an estimated 70,000 
were handed pink slips this year. Many compa- 
nies across industries continue to lay off hun- 
dreds. GlobalLogic, a software product devel- 
opment company, has sacked 125 employees. 
Fidelity National Information Services has 
shown the door to over 100 people in its Chen- 
nai branch. L&T is cutting 5 per cent of its 
workforce of 10,000. Tata Steel has cut 400 jobs 
at its Corus unit in the UK. 

“Job losses now may also mean that there was 
surplus capacity in the market till some time 
back and that companies are reducing fat to 
stay lean and fit,” says Kulin Patel, head of 
employee benefits practices at global HR 
consulting firm Watson & Wyatt. But, says Pa- 
tel, key talent is always going to be retained. 

Getting lean (and mean) may be a good strat- 
egy for corporates in the long run, but the rising 
unemployment could play havoc with the econ- 
omy unless the government throws a lifeline the 
way countries such as the US, China and Ger- 
many have. But it will be some time before the 
government takes action on the ground, going by 
what the director general of employment and 
training and joint secretary in ministry of labour 
and employment, Sharda Prasad, has to say: 
"The Prime Minister had recently set up a com- 
mittee to look into the different aspects of the 
downturn. To tackle the specific issue of job los- 
ses, the ministry of labour will be setting up a gro- 
up shortly to study the impact on different sec- 
tors.” Based on this, a background paper will be 
prepared and in December a conclave including 
experts from the International Labour Organiza- 
tion and the World Bank will discuss strategies. 

Trade unions are obviously not willing to wait 
that long. After the government's refusal to 
meet its representatives on downsizing, the 
Confederation of Indian Trade Unions (Citu) 
has decided to observe a protest day on 21 No- 
vember. According to Citu President M.K. 
Pandhe, eight central affiliations and industry 
bodies have agreed to take part in the agitation. 
A meeting will be held in December to chalk out 
the future course of action. Trade unions have 
also decided to scrap the meeting of the Indian 
Labour Conference this year “as a mark of 
protest against the Prime Minister's reluctance 
to meet the unions". 

That is a lot of talk — protests, committees, 
and high-level discussions. But when the gov- 
ernment and other players will walk the talk is 
the big question. 
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Wwww.federatbank.ca.in 


You live life your way. 
Shouldn't banking also be the same? 


Presenting Your way banking from Federal Bank 


Multiple option accounts to help you bank your way. Live your way. 


Current Accounts: Freedom Current | Current+ | FedTrade | FedTrade+ | FedVanijya | FedVanijya+ 
Savings Accounts: Freedom SB | SB+ | FedPower | FedPower+ | FedSmart | MahilaMitra | YuvaMitra | 
FedClassic | FedClassic+ | Fedinvest 








Now offering you very high returns on NRO deposits FEDER A L 5 A NK 
°10.60% for deposits of one year 


10.50% for deposits of three years YOUR PERFECT BANKING PARTNER 





Federal Bank Pure Gold: 999,9 Pure 24 Carat Swiss Gold in s, 8, 20, 50 8 100 Grams. Available at Federal Bank branches. 


India's largest traditional private sector bank with over 600 branches across the length and breadth of the country «Net worth of Rs.4000 Cr. 
«NPA less than 0.50% eGrowth in Operating profit nearly 30% in FY 08 Maintains the tradition of faith and confidence of all stakeholders. 


To bank your way, call 1800-425-1199 or visit your nearest Federal Bank branch. 











The Game 


Militant 
postures 
of Hindu 

outfits 
cause 
concern 


NEGATIVE SUPPORT: 
Sadhvi Pragya Singh’s 
arrest (face covered) 
was openly condemned 
by several Hindu 
organisations 
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Of Terror 


by Shalini S. Sharma 


PEERING OUT OF THE PAGES OF A MAGAZINE, HER 
calm and placid face — perched serenely in the 
midst of a typical middle-class Maharashtrian 
household, filled with bric-a-brac, a strict 
dates-only calendar and a garlanded portrait of 
freedom fighter Veer Savarkar on the wall — 
could well be that of a doting grandmother who 
would indulgently chide a child with faux anger 


for a misdeed. But 'appearances can be decep- 


tive’ was probably said with 61-year-old Himani 
Savarkar — niece of Nathuram Godse and mar- 
ried to the nephew of Veer Savarkar — in mind. 
For she is not your regular fairy-tale weaving 
granny, but the fiery president of a belligerent 
organisation, Abhinav Bharat. Sample her 
words in an interview to a weekly recently: *If 
what the police claim against Sadhvi Pragya 
Singh and the others is true, then it is just a re- 
action against the real terrorism... why can't we 
have a blast for a blast?" 

While no Muslim organisation has so openly 
supported acts of terror, there are many others 
like Savarkar, such as Lt. Col. Jayant Chitale, a 
retired air defence artillery officer, the brain be- 
hind the Maharashtra Military Foundation 
(MMF), who is on record having said, *If they 
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ERR GITE terrorism 


blow up one bus in India, we must have the ca- 
pability to blow up five of theirs. This is the only 
way we can tackle this kind of terror.” According 
to Supreme Court lawyer Prashant Bhushan, 
“Such open espousal of a militant approach 
should be reason enough for such organisations 
to be declared unlawful.” There are various sec- 
tions in the Indian Penal Code — 153A, 153B — 
dealing with inciting of communal violence un- 
der which, these organisations can be charged. 
But Bhushan says state authorities everywhere 
choose to turn a blind eye to them as they are all 
communal. “While BJP is overtly communal, 
the Congress is perversely so,” he says. This ex- 
plains why even in a Congress-ruled state such 
as Maharashtra, the track record of the Anti- 
Terrorism Squad (ATS) in tackling cases of 
counter terrorism is not outstanding. 

This is the reason why a number of such bod- 
ies have sprung up in various parts of the coun- 
try such as Panvel (Maharashtra)-based 
Sanatan Sanstha, Devi Patan Matt in Gorakh- 
pur, Rashtrawadi Sena, Hindu Jagran 
Manch, Durga Vahini and Vande Mataram Jan 
Kalyan Samiti. 

They do not see it as terrorism, though. In a 
recent interview to a television channel, Ram 
Madhav, the spokesperson of RSS, a main- 
stream Hindu organisation, said, “A Hindu can- 
not be a terrorist, the two words are contradic- 
tory. No Hindu uses terror as a weapon.” VHP 
spokesperson Surendra Jain says, “The arrest of 
Sadhvi Pragya is an attempt to malign the Hin- 
dus or why else would there be as many as four 
narcoanalysis tests on her when such tests have 
never been conducted on other suspects.” 
The sadhvi, who was arrested by the Maharash- 
tra ATS on 10 October on charges of engineer- 
ing a blast in Malegaon, Nasik, on 29 Septem- 
ber, a day before Id, has her supporters lining 
up to provide funds for her legal defense. 

This is in sharp contrast to what happens 
with Muslim terror suspects. Those who come 
forward to defend them are branded anti- 
national. Mohammad Shoaib, a lawyer in Luc- 
know, for instance, was beaten up in Barabanki 
when he decided to fight the case of a Muslim 
suspect. So was another lawyer Zafaryab Jilani. 

At a time when even a so-called hardline 
Muslim organisation such as Darrul Uloom De- 
oband has come forward in support of peace 
and condemned terror at a public platform such 
as the Hyderabad meeting recently where 
over 6,000 Islamic scholars endorsed the fatwa 
against terrorism, militant postures adopted 
by Hindu organisations can only be termed un- 
fortunate. 
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Why power 
trading 
norms 
should be 
drastically 
changed 


by Kandula Subramaniam 
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Task Force on Open Access 


IT STARTED OUT AS AN EXERCISE TO REMOVE 
hurdles in “operationalising open access in the 
power sector”. But the task force under Member 
Planning Commission B.K. Chaturvedi, which 
was entrusted this task, has reversed the 
argument. Sparking off a new debate, it said 
that there is need for greater regulation in 
power trading and in order to prevent ‘gaming’ 
in the sector, some crucial sections in the 
Electricity Act have to be amended in “public 
interest”. 

The idea is to amend Section 62(1) (a) of the 
Electricity Act and explicitly bring power 
trading under regulation. This is essential to 
prevent multi-level trading that power traders 
are allegedly engaged in right now, which raises 
the price of traded power substantially. But 
according to Power Trading Corporation, 
India’s largest power trading company, this is a 
retrograde step. “I don’t consider the proposed 
amendment in the spirit of the Act,” says 
T.N. Thakur, chairman of Power Trading 
Corporation. “We have given our thought to the 
task force in writing.” 

Other traders such as Tata Power Trading 
Company, Adani Enterprises, Reliance Energy 
Trading and NTPC feel that there is no point in 
regulating a price that is derived through a price 
discovery route and that too in an open and 
transparent manner. 


GRAPHIC: SATKAR J. YC 


Under open access, a Delhi consumer, for 
instance, wanting to use power from Orissa 
would have had to pay a surcharge to Delhi. 
This surcharge — derived through a complex 
formula — serves as compensation to Delhi. 
Open access forms the cornerstone of the 
Electricity Act to ensure that market forces are 
introduced in the Indian power sector. All state 
governments had to facilitate this measure. 

However, this has not happened. The task 
force's report, submitted. al few weeks ago, a copy 
of which is with BW, says “...from discussions it 
was confirmed that no consumer in any state 
has availed of open access... and in fact in many 
states the provisions ofthe Act have not been 
operationalised so far”. 

The reason is simple. Every time a state 
overdraws from the grid, it is being charged up 


. to Rs 10 per unit as a punitive unscheduled in- 


terchange (UI) charge. As a result, the Rs 10 per 
unit is indirectly acting as the benchmark price 
for traders to ratchet up trading of power. This, 
in turn, acts as a hurdle to open access where 
prices are in the range of Rs 3-6 per unit. 
According to the task force, this “is acting as a 
surrogate trading mechanism and giving 
perverse incentive to generators to earn higher 
revenues..." The task force pointed out states 
that claim to have surplus power have large 
unmet demand within the state. 

Data reveals that over the past 3-4 years the 
price of a majority of traded power has gone up 
from Rs 2-3 per unit to Rs 6-8 per unit (see 
"The Power Shift). 

The task force recommends power trading be 
brought under regulatory purview to ensure po- 
wer (surplus or otherwise) is actually available 
for open access consumers. It also strongly says 
UI charges should be "prevented from be- 
coming a vehicle for trading by default and that 
utilities are deterred from gaming in the sector”. 

While it has been recommended that the 
open access route needs to be operationalised as 
this would provide a “legitimate window for 
market forces’, both power and finance 
ministries are opposed to any amendment. The 
power ministry says the task force has gone 
beyond its mandate of open access and not on 
markets and trading. The finance ministry, 
through its representative, says “any tinkering 
with the fledgling power market would be 
retrograde". 

Despite these observations, the task force still 
recommends an amendment with a strong 
message: since the law does not allow multi- 
level trading and indirect sales, ^what cannot be 
done directly should not be done pue 
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a player appears on the 
scene who will change the 
way the game is played. 
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Sparring 


Ministries 


Ministers 
publicly 
fight over 
climate 
change 
issues 


FACE-OFF: Panchayati 
Raj Minister Mani 
Shankar Aiyar (above) 
has reacted sharply to 
Science and Technology 
Minister Kapil Sibal’s 
(right) one-upmanship 


by M. Rajendran 


PREVENTION OF CLIMATE CHANGE, A TOP OF THE 
agenda issue for most governments worldwide, 
requires a collaborative approach between 
ministries. But in India, the UPA government's 
ministers have begun sparring over it in public. 
It all began earlier this year, when the pan- 
chayati raj ministry, which is responsible for 
building momentum on climate change at the 
grassroot level, was ignored in India’s first Na- 
tional Action Plan on Climate Change set up by 
Prime Minister Manmohan Singh in June —in 
which Kapil Sibal, minister of science, technol- 
ogy and earth sciences, happens to be a key 
member. Mani Shankar Aiyar, minister of pan- 
chayati raj, vented his frustration at the ‘Natio- 
nal Policy Dialogue on Adaptation to Climate 
Change’ held in New Delhi on 10 November. “I 
don't know why I'm here, I’ve no knowledge of 
climate change... My ministry was not even con- 
sulted,” Aiyar told the gathering, much to the 
embarrassment of his Cabinet colleague Sibal. 
Sibal, a member of Prime Minister's Council 
on Climate Change, diplomatically responded: 
"All stakeholders, including local self-gover- 
nance institutions, will be taken on board once 
we get the results of the eight missions in 
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December.” However, he did not say why the 
panchayati raj ministry has not been involved in 
the consultations. 

Aiyar did not mince words when he said that 
a bureaucratic approach to resolving climate 
change will not help, as bureaucrats have 
messed up the system. While Aiyar's use of 
strong language is debatable, his questions 
cannot be ignored. According to eminent farm 
scientist M.S. Swaminathan, there is lack of 
coordination between the scientific experim- 
ents by various scientific departments with 
local, established practices. 

A senior member of a climate change-focused 
non-governmental organisation from Tamil 
Nadu says, "This is what we feared — political 
hijack of an issue that needs urgent attention. 
We need collaborative approach, not infighting.” 

While the government did not consult the 
panchayati raj ministry, Sibal did admit that 
there was a need to include local self-govern- 
ments. ^It has equal and even more relevance in 
rural and inaccessible areas such as the North- 
east,’ says Ravindra, senior member of Central 
Electricity Regulatory Commission. 

Given the decentralised requirements of the 
missions on climate change, Aiyar was mostly 
correct in lambasting the centralised bureau- 
cracy-dependent approach, when he asked 
Sibal to look at the 2.8 million elected (local) 
representatives who can form an ‘alternative’ to 
the established delivery systems. 

But Aiyar’s bid for the inclusion of his mini- 
stry is also being seen as his crib — about a lost 
opportunity for international coverage and local 
gains. After all, elections are round the corner. 








m.rajendran (a) abp.in 


24 NOVEMBER 38 BUSINESSWORLD 


Quality speaks for itself. Thankfully for us even after being around for 30 years 


we haven't felt the need to talk about ours. 


Residential ICommercial SHospitality 


IT Um —— d TT 
Nis T 
=A) ane nas = =. <: 
| 


- 





The American 
Dreamer 


by bill emmott 


NOW THAT HE HAS AT LAST BEEN ELECTED, WE 
all know that Barack Obama is the first 
Black US President. In a country in which 
racial segregation was common as recently : 
as 40 years ago, with even street benches and 
lavatories being labelled as being for ‘whites 
only, this is a remarkable event. But it is not 
anything like the full story, nor of its implica- 
tions for the rest of the world. 

This, after all, was an election in which a 
young, inexperienced politician, who was 
barely known before he gave a speech at the 
Democratic Party's national convention in 
Boston in 2004. has been chosen for not only 





Obama's style 


when things have gone wrong. What Ameri- 
cans call “the American Dream" is a dream of 
opportunity, but it is also a dream ofreinven- 
tion, the ability to start new lives, with new 
ideas, in new places. By choosing Obama, 
Americans seem to have said they want a 
new start, a new period of reinvention. 

A third is the strong American preference 
for optimism, for positive thinking. In most 
countries' elections, a candidate running 
against a party that had been in government 
during a huge foreign-policy failure (Iraq) 
and now an economic crisis, would spend 
most of his time attacking the incumbent 
party. Of course, Obama has done some of 
that. He has criticised the "failed policies" of 
George W. Bush, and made sure that he de- 
scribed his opponent, John McCain, as 
someone wishing to continue Bush's policies. 
But such attacks were not his main message. 
His main message was change is possible, 
that reinvention is not just vital but attain- 
able. "Yes we can" was his endlessly repeated 
catchphrase. His own book, published be- 


the highest office in the US, but also the most mav resemble fore his official campaign began, had a re- 
important political job in the whole world. Y : w vealing title: The Audacity of Hope. We must 

What this 2008 election should tell all of a combination be brave, daring, audacious, he was saying. 
us non-Americans is something quite differ- of Roosevelt, And we must have hope, or optimism. 


ent either from race or from Obama as an in- 
dividual, though his character is an impor- 
tant part of it. What it should tell us, or 
remind us, is how different and special the 
United States of America really is, in com- 
parison with any other country. It is certainly 
different from all other democracies. 

First of all, it is different in the very nature 
of its society. Most countries are rather wor- 
ried about diversity, about the existence of 
substantial minority groups alongside the ethnic majority. 
They either try to reject diversity altogether, or they work 
hard to try to prevent it causing social conflict. In the US, the 
whole country's identity is based on diversity. The Latin slo- 
gan on the American official crest, ^E Pluribus Unum", or 
"Out ofthe many, One”, symbolises this. 

The US has often not lived up to this slogan. Racial divi- 
sions have often led outsiders to misinterpret the country as 
being full of conflict. The mistake is to see the conflicts as be- 
ing fights for supremacy, which is what they would be in any 
normal country. In the US, they are fights to be heard, to at- 
tain the equal rights that the country's nature as an immi- 
grant nation, built on diversity, has promised them. 

Obamas election confirms the power of that diversity as 
an expression of true Americanness. It also confirms a sec- 
ond vital difference with other nationalities: the American 
instinct for renewal, for reinvention, for seeking change 


in what he 
needs to do, 
and Reagan, 
in the tools 
he uses. 


What might he do with all this new hope? 
We are, of course, about to find out. Disap- 
pointments are inevitable, for government is 
all about making choices, and those choices 
will not please everyone. It is also about wor- 
king within constraints, both constitutional 
and practical. The elevation of such an out- 
sider could only happen, most probably, 
within a system of such checks and balances 
that his room for manoeuvre would be lim- 
ited, even though his party dominates both houses of Con- 
gress. In fact, Congress's agenda will often differ from his. 

The practical limit is financial: the US recession that is 
just beginning will make it hard for him to finance all the 
programmes he has promised, such as education, health and 
tax reform. That said, however, he may have two things in his 
favour. One, in today's environment, the argument against 
increasing public spending has become weaker, and less 
popular. The other is the very skill that got him elected: the 
fact that he is a great communicator, a persuasive speaker. 

Obama has been compared to John F. Kennedy. Actually, 
he may most resemble a combination of Franklin D. Roo- 
sevelt, in terms of what he needs to do, and Ronald Reagan, 
in the political tools he will use to try to get what he wants. 





The author is a former Editor of The Éoonomist 
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J HE middle of a global financial 


"| crisis is an interesting time to 
——  . conduct a banking survey. While 
= the period of review — three 
dz years from March 2006-08 in 


which the economy has per- 

Ee formed exceptionally well — 

does not take into account the travails that the 

banking industry has undergone in the past two 

quarters, it provides a useful context to assess 

the outlook and challenges facing the industry 
in the next two years. 

On an initial reading, there appear to be few 
causes for serious concern. Growth has been ro- 
bust, asset quality has been very good, produc- 
tivity and efficiency measures have been 
strongly positive. In hindsight, regulatory barri- 
ers in the industry have worked to keep it insu- 
lated from the troubles faced by the financial 
sector on the global stage. 

"But sustainability of performance is about 
the future,” says Robin Roy, associate director of 
financial service practice at Pricewaterhouse 
Coopers, the global consulting firm, who led the 
team that partnered BW in carrying out this 
year's survey. "The question is whether it can be 
leveraged in the post-2009 era, when the indus- 
try will most likely be open to greater competi- 
tion, both domestically and from new entrants." 

Snapshots from the risk quotient survey that 
formed part of the review show that banks are 
aware ofthe lack of depth in the market for the 
kind of exotic products that have been at the core 
of the current financial crisis. Most of them also 
see the importance of using technology effec- 
tively to better understand the operational and 
market risks, and of corporate governance and a 
strong regulatory compliance framework. But 
the past two quarters have shown that banks 
have been under pressure both on margins and 
portfolio quality. "The next two quarters will be 
watched even more closely,” says Roy. “Even if 
margins are lower, managements should seek to 
ensure that risks are kept low too." 


There Goes The Economy 

There is a saying that banking is the hand- 
maiden of commerce. But ask corporate execu- 
tives, and they will express doubts. Liquidity 
problems, falling stockmarkets and a certain 
amount of fear have made banks more risk- 
averse than they should be, leaving many 
companies short of credit at a time they need it 
more than ever. 

While the Indian economy will continue to 
grow at a good rate compared to the rest of the 
world, the current crisis has exposed some vul- 
nerabilities. Our growth story has been built on 
the wealth effects of strong stockmarket gains, 


SANJAY SAKARIA 


high consumption and rising salaries, apart 
from strong corporate performance and savings 
that have spurred investment. 

The economic slowdown, evident for some 
time now, has reversed those effects. There has 
been a moderation of expectations on all fronts: 
consumption, corporate earnings and invest- 
ment. "Add the risk aversion that is becoming 
evident as banks are reluctant to lend, and 
banks will probably return to the basic business 
of living off the spread between borrowing (de- 
posits) and lending,” says Indranil Pan, chief 
economist at Kotak Mahindra Bank in Mum- 
bai. “Risk capital is being squeezed, and hard.” 

The October figures on credit growth at 30 
per cent year-on-year can be misleading. A 





closer look reveals that mutual funds that origi- 
nally bought corporate bonds and commercial 
paper are no longer doing so, but banks are. 
That is just a substitution effect; which explains 
why industry continues to complain that the de- 
mand for credit is still not being met. 

The trouble is, other forms of credit are dry- 
ing up too. Conversations with company offi- 
cials suggest that international trade finance, 
suppliers’ and buyers’ credit, and even short- 
term borrowing are severely constrained. “The 
larger companies with significant internal re- 
sources — or free cash flow — are using them for 
working capital (which is what banks are sup- 
posed to give them) rather than investment 
(which is what internal accruals are meant for); 
says the CFO of an engineering firm who wished 
anonymity. “That is a misallocation of credit.” 

But we no longer live in a world where the 
fortunes of banks can be independent of those 
of its customers and clients. The handmaiden 
cannot let go of the hand of commerce and in- 
dustry, and expect to remain unaffected. 
Whichever way the economy goes, so will the 
Indian banking industry. 
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SUBHABRATA DAS 


BEHIND THE WHEEL: 
All eyes are on 

Finance Minister 

P. Chidambaram (left) 
and RBI Governor 

D. Subbarao in bringing 
about crucial reforms in 
the banking sector 





Blueprints For The Road Ahead 
Almost everybody agrees that the regulatory 
environment in India, under the Reserve Bank 
of India’s (RBI) stewardship, has played no 
small role in insulating the country’s banking 
industry from the effects of the global financial 
crisis. At the same time, the myth of ‘decou- 
pling’ has been exploded for equity markets and 
the corporate sector. Observers say this may be 
a good time for undertaking some reforms that 
could strengthen banks and capitalise on their 
current strength. An official at the finance min- 
istry told BW in August 2008 that the draft re- 
port of the Raghuram Rajan Committee on fi- 
nancial sector reform (see ‘The Road To Be 
Taken’) and the Percy Mistry Committee report 
on making Mumbai a global financial centre 
would be the basis of the future reform agenda. 
Public sector banks no longer feel threatened 
by new foreign entrants that may come in after 
2009, when many of the restrictions on foreign 
banks are likely to be removed. “One outeome of 
the recent events is that the post-2009 era is no 
longer a scary prospect for public sector banks,” 
says the chairman and managing director of a 
mid-sized bank. “We have emerged stronger, 
better capitalised and are trusted.” 
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So, the RBI could remove restrictions on 
branch licensing; another could be to allow in- 
vestments in corporate bonds to be treated as 
secondary lending rather than as investments. 
Some bankers go further, suggesting that the 
whole issue of reserves — statutory liquidity and 
cash reserve ratios (SLR and CRR) — could be 
revisited. The RBI has already, in effective 
terms, reduced SLR to 21.5 per cent, albeit on a 
sectoral approach; the same could be applied to 
bank lending to infrastructure. The key is un- 
dertaking reforms that will make banks better 
and stronger. When regulatory barriers come 
down, banks cannot be wearing just fig leaves. 


rave New World 

This brings us to an important question: given 
the circumstances, will we have to change the 
parameters by which we assess bank perform- 
ance in the future? Growth is not going to the 
one that matters. In the next couple of years, 
banks are going to be faced with challenges they 
have not been exposed to before. How will they 
face another liquidity or credit crunch? How 
will they deal with asset deflation? 

The fall in housing markets, stock values and 
equity prices have made bank investment port- 
folios volatile. Take market yields on govern- 
ment securities as an example: they have gone 
up by three-quarters of a percentage point in 
the past couple of months. That will force many 
banks to write down the value of their holdings 
of government securities. 

" What is often more important is what most 
banking surveys and reviews do not reveal; says 
the head of risk management at a private sector 
bank. "What is the proportion of credit equiva- 
lent of off-balance sheet items such as deriva- 
tives to total outstanding credit for a bank?" 

Many banks claim strong capital bases, but 
how much capital is really enough? If events in 
Europe and the US are any indication, you can- 
not have too much capital. A capital adequacy 
ratio of 13 per cent of risk-weighted assets 
should be just the baseline, not the target. 
Banks will need to raise capital to shore up their 
adequacy ratios. The banks that will be success- 
ful in doing so in adverse conditions will be per- 
ceived to be the stronger ones. They will also 
need to control capital, staff and other costs. 

The response of banks to changes in the mar- 
ket environment — internal transfer pricing, 
asset tradability and announcing price changes 
— will be testimony to the quality of their man- 
agements. These are among the factors that will 
form part of the new assessment methodology. 
It is a whole new world out there. 





sri 


24 NOVEMBER 2008 4 B BUSINESSWORLD 


TOC 


nce in a while 





Think about the good times. Chances are that each time there's been a moment of joy, an 
* occasion to celebrate or just an instance of fun, we played a little part in it. Our sparkling 
beverages enliven the instant. Our tea and coffee refresh the moment. Our juices and water 


replenish you. For one little second. One drop at a time. 
) = = @ @ = = @ ° (Rel Jada 


To know more about how we spread joy, log on to www.coca-colaindia.com — (rad Sadie Pte Lid. little d rol )S of j y\ 





W 


SEA methodology 


Analysing 
Performance 


Fifty-six 
banks were 
ranked 
across four 
dimensions 
in the survey 





THE BW-PwC BANKING SURVEY 2008 ANALYSED THE 
performance of 56 scheduled commercial 
banks on four dimensions — growth, size, sus- 
tainability and risk, each of which have several 
sub-parameters — and within four sub-groups: 
public sector banks (PSBs), old private sector 
banks, new private sector banks, and foreign 
banks. The strategic objective was to do a reality 
check on the banking sector and help under- 
stand the performance of the sector in greater 
detail. In a limited way, the dimension of risk 
has been considered more tangibly, as in the ul- 
timate analysis, risk taking and performance 
are two sides of the same coin. 

The 56 banks were identified as follows: 

m Data for the fiscal years 2005-06 to 2007-08, 
sourced from Indian Banks' Association (IBA) 
and the Reserve Bank of India (RBI), was con- 
sidered for the survey. 

ii Scheduled commercial banks with a network 
of five or more branches and more than 
Rs 3,000 crore in assets as on 31 March 2008, 
were included in the initial list. 

E Those scheduled commercial banks that did 
not or have ceased to exist from March 2006 to 
March 2008, or have got merged, or are in the 
process of getting amalgamated/acquired at the 
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time of publishing this survey, were excluded to 
arrive at the list of 56 banks. 

Growth, the first dimension — including 
growth in demand deposits, loans and ad- 
vances, fee income, operating profit, total de- 
posits and net worth — was assigned an overall 
weightage of 25 per cent. Size, the second di- 
mension, was also assigned 25 per cent weigh- 
tage, and included size of demand deposits, 
loans and advances, and balance sheet. How- 
ever, it did not take into account number of 
branches and employees to obviate any 
skewedness, due to historical reasons, in favour 
of PSBs. The third dimension, sustainability (of 
operations) — comprising sustainability of as- 
set quality, productivity and efficiency — was 
assigned the highest weightage of 30 per cent. 

Risk, the fourth dimension, which was as- 
signed the balance 20 per cent weightage, takes 
a high-level view of risk management in banks. 
Banking being a very capital-hungry business, 
capital adequacy and levels of capital under 
"Tier I and Tier IT were considered broad indi- 
cators of the risk appetite of banks. A simplistic 
risk quotient’ is used as another sub-parameter 
under Risk, based on a survey among banks. 

The risk survey was conducted through a 
questionnaire sent to the selected banks, and 
had multiple choice questions on the general 
state of preparedness of their risk management 
based on select areas of risk and compliance. At 
first, scores were assigned based on the answers 
for the 26 completed responses. The bank with 
the lowest score was ranked 1 and bank with the 
highest score was ranked 26. These were then 
evenly distributed within a range of 1-56, repre- 
senting the universe of this survey. Since not all 
56 banks responded to the survey, an amount of 
bias is embedded in the methodology. But this 
does not impact the results significantly. 

The final scores are in ascending order — the 

lower the score, the higher the rank. That is be- 
cause scores are calculated by multiplying the 
ranking of a particular bank on a particular pa- 
rameter by the weight assigned to the parame- 
ter; the higher the rank, the lower the final 
score. For a more detailed explanation of the 
methodology, log on to www.businessworld.in. 
Notes on tables: 
CAGR: compounded annual growth rate; 
GNPA: gross non-performing assets; NII: net 
interest income; AWF: average working funds; 
CAR: capital adequacy ratio; NPA: non-per- 
forming asset. 
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Ranking by size 





Deposits Deposits CAGR — 
FY 2008 FY 06-08 — 







Public sector banks 

















Bank of Baroda —— | .47 | 1,798,600. . 46,856 1,06,701 — 152034 o: 
M Punjab National Bank i 10.63 | 199020 | 70,0018 ^. 1,19502 - 166457 17.9% 
| Corporation Bank — | 10.74 66598 = 19,335 39,486 . 99,424  ; 29.876 
| Allahabad Bank — — — | 1249 | 82,939 | 25713 49,720 | 71616  . 21.5% 

j | 16,498 34,238 49,437 
























| Andhra Bank 56,592 






















, Punjab & Sind Bank (bh | 30949 | /—— 2... 18343 24,831 | 
State Bank of Mysore — oo 1595, 3300 | X 8387 21027 - 27,462 29.596 
 IDBI | | 130694 = 11619  . 82213 © 72,998 —— 67.696 
Bank of Maharashtra 29,2286 ` 41,758  . 24.696 
| 31,689 47,952 31.5% 


















United Bank of India | 54311 17,894 —— | 46,971 
g State Bank of Indore — — — — 19.20  — 29276 | — ^ 7,335 — 18224 | 2469  — 18% o 


Old 
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te sector banks ` 






















 Tamilnad Mercantile Bank | 885 | | s 9,331 ` 7,670 
Ing Vysya Bank — | 611 25540 | 6,344 | 14,650 | 20,498 
| The Bank of Rajasthan x | 15,802 ` | 7,4434 -— 13,849 
The Karnataka Bank —.— 19,340 10,842 17,016 
The Dhanalakshmi Bank 



















Development Credit Bank x B4 | M 







foreign bank | 























Barclays Bank PLC — 9.53; 12,928 | 354 | 7,636 | | 6902 — 337.4% 
_ The Bank of Nova Scotia , 5.59 | — 7049 ` | 214 |. ATM | 3255 4 26.396 
Standard Chartered Bank | 6.12 | 73,445 | 16,992 ` 33352 | 36,957  : 14.096 
Calyon Bank —— U 6.18 | 4,559 ` 280 — — 1,812 | . — 1135  : 74.196 
10 ABN Amro Bank N.V. M 7.00 36,617 7,443 — 20381 . 18912 ` 26.396 


"Lower score indicates better performance: For Canara Bank Basel li data was taken; All figures are in Rs crore unless otherwise mentioned: For Development Credit Bank CAGR of operating profit for FY2007 & 2008 is 
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and growth 


Demand deposits 
CAGR FY 06-08 

















16.8% 
20.0% 




















26496 
21.296 


calculated as it incurred joss in FY05; For methodology and notes see page 48. 
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Fee income 
FY 2008 


Advances 











335% 15185 | 
26.5% = 1,554.5 ` 
27.9% ^ 5644 
30.6% 493.8 | 
24.5% —— 542.2 





41.9% | | 3000 | 
33.8% = 3420 . 
24.9% 5829 ` 
33.3% 302.0 ; 
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47.6% 
11.2% 














4,099.6% 933.6: 
. 39.976 110.6 
17.7% |— | 23519 | 
33.896 : 2i — 
16.3% 620.8 | 
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GROWTH 


Fee income — 
(CAGR) FY 06-08 


60.6% 
15.6% 
1.1% 
19.4% 


36.0% 
55.296 
26.9% 
34.0% 
20.6% 


55.196 





52.6% 
49.2% 
43.2% 





33.596. 


-3.3% 





3.028.6 








13.3% ` 


Operating profit 
FY 2008 


4,006.2 


P3331 
672.6 





171.3 
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Operating profit 
: (CAGR) FY 06-08 
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|... 14.076 
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: -10.5% 
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30.8% 
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Net worth 
FY 2008 


10,782.7 
4,228.5 


1,564.3 
1,377.8 
6,798.2 





4,864.6 
708.1 
7,136.9 
849.2 
2,366.4 
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. CAGR FY 06-08 
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Ranking by sustainability 





ASSET QUALITY 


ANEGRE 4 


NPA 


Bank of Baroda — — f $9814 | (0485.0 

| Punjab National Bank — | 33193 28% — 6629 
‘Corporation Bank — — — — — — x 33% 7 711% 
Allahabad Bank | 1,010.5 -7.6% 58.6%. 
Andhra Bank 
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heme Punjab & Sind Bank 
EM State Bank of Mysore 
FEE IDBI Ltd 

MEE Bank of Maharashtra 
20 Vijaya Bank 

21 |! 

22 

23 

24 


"EE UCO Bank 





26 | United Bank of India 
LIN State Bank of Indore 








I Old private sector banks 


Tamilnad Mercantile Bank Ltd. | 1222 -27.2% 


| ing Vysya Bank ltd. | M62. -198% 
‘The Bank of Rajasthan Ltd. — — NS (073.596 | 
INE The Karnataka Bank Ltd. (| ., 3796: -44% 
BI EE The Dhanalakshmi Bank Ltd. | 24.796 
_ 12 





1 
2 
3 
4 
5 
6 
7 
8 





gs Bank | — 
Development Credit Bank Ltd. 
Indusind Bank Ltd. 





Foreign banks 









1 
2 
3 
4 
5 
6 
7 
8 








Barclays Bank PLC .. 8930. 628.2% | 0.0% 4% | 86% 35 0.14 

The Bank of Nova Scotia - d. 20, -83.1% | 100096 — 0.0% | 0.7% 34.0 0.84 

Standard Chartered Bank — — — — | 7231 28%, 00% — 10* | — 305 32.8 0.35 

9 | Calyon Bank 21: -53.6% i 100.0% | 0.0% 2.7% : Prel 1.96 

itm ABN Amro Bank N.V. 29441. 139.9% | 0.0% — 0.9% 4.0% p <B27 0.25 
Figures «n Rs crore unless otherwise mentioned. Tier | of Citibank for FYO7, For Bank of America and Bank of Nova Scotia, gross NPA was close to zero, so NPA coverage is taken as 100%: For Barclays PLC & Yes Bank 2005-06 





5 2 BUSINESSWORLD 


24 NOVEMBER 200! 





and risk 
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EFFICIENCY 
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33.0% = 414 | 10.59 821 34 








2.58% 












133.4 3.22% — 15.5% 97% | 41.89 i 97: 78. 4.1 
1,578.5 | 0865 129% 58.8% 16.9* | 1292. 7.24 © 1.3 | 





and 2006-07 Gross NPA was zero so for CAGR calculation notional NPA of Rs ] cr is taken. For notes and methodology see nage 38, 
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by Raghu Mohan 


Axis Bank may not 
have the ‘glamour’ 
that others have, but 
it has good, solid 
banking acumen 


2S7 HINK about the universe of the new 
“+ generation of private banks, and the 
names of ICICI Bank and HDFC 
Bank will crop up right away. And 

3$ what about Axis Bank? Well, ah, not 
really. Nonetheless, while Axis Bank may not 
have the ‘glamour’ that the others have, what it 
does have is good, solid banking acumen. 

“Being glamorous is not necessarily a virtue 
in banking says P.J. Nayak, the rather media- 
shy chairman and CEO of the Mumbai-head- 
quartered Axis Bank. “We at Axis Bank believe 
in putting our heads down and doing a good 
job" Nayak and his team have done just that. In 
the process, they have captured pole position in 
the BW-PwC Banking Survey for 2007-08 
among banks in its peer group. 

The country's banking industry is an ex- 
tremely fragmented one. There are scores of 
adipose-affected large state-run banks with lit- 
tle by way of operational differentiation; a 
clutch of slightly better old private banks; and a 
few savvy and nimble foreign banks. In this 
group, only three banks hawk a full range — 
Citibank, Standard Chartered and HSBC; the 
rest are largely wholesale banks, some with nas- 


E: cent retail ambitions. 


` Competition though is much more intense in 
the new private bank space. Besides ICICI and 
HDFC, there is also a Kotak Mahindra Bank 
and a Yes Bank to contend with. Then, In- 
dusInd Bank and IDBI Bank are not exactly 
pushovers. Plus, there is the foreign bank pack 
— global private banks. Regulatory treatments 
are different because of the colour of capital. 
They also have offerings to take the new private 
banks head on. And that makes Axis Bank's per- 
formance all the more commendable. 

So, what makes Axis Bank special? Beyond a 








point, pub of what a bank can do is commodi- 
tised — from retail to wholesale to transaction 
banking. The approach to these business lines is 
what makes for the difference. Issue credit 
cards, offer home- and personal-loans to 
all comers, and soon the chickens will come 
home to roost. 





Playing It Safe And Sound 

hae Bank lins been very conservative, be it on 
the retail or corporate | loan front. And the 
bank's dud-loan figures prove it. Net non-per- 
forming assets (NPAs) stood at 0.36 per cent in 
end-March 2008 — the industry's NPAs were 
1.5 per cent — down from 0.61 per cent a year 
ago. Not that the bank has gone slow on asset 
growth — advances grew by a robust 61.79 per 
cent to Rs 59,661.14 crore during 2007-08 — ` 
but it has gone about it the smart way. 

*We have never believed in seeking market 
share just for the sake of it,’ says Nayak. So, Axis 
Bank's strategy has been safety first. On the per- 
sonal-loan front, it eschewed small-ticket loans, 
lending only in the Rs 1.5-2-lakh range. The 
bank also stayed away from two-wheeler fi- 
nancing, exited car financing at one point when 
"competition pushed rates down to unsustain- 
able levels", and came back only when rates im- 
proved. Axis Bank also delayed its retail foray. 
Says Nayak, “In 2000-2001, when most banks 
were jumping onto the retail bandwagon, we 
chose to sit out as we felt that our corpus of 
cheap deposits or CASA (current and savings 
accounts) was not good enough.” 

Today, the bank's CASA deposit base is im- 
pressive. In end-March 2008, its CASA grew by 





70.84 per cent to Rs 40,026.99 crore, compris- 


ing nearly 40 per cent of its total deposits (in- ` 
cluding fixed deposits) of Rs 87,626.22 crore. 
(higher share of CASA in total deposits bodes ` 
well for banks — State Bank of India has 40 per 
cent of its deposits as CASA, ICICI Bank has 30 
per cent and the industry average is 35 per cent). 
Due to its strong asset growth and CASA de- 
posits, Axis Bank's net interest income grew 
76.07 per cent to Rs 2,585.35 crore. 

Notes Viren Mehta, director-financial services 
at Ernst & Young, "What impresses one the most 
is that it is not a flashy bank at all. Unlike a few 
other banks, it has not gone all over the place. It 
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does what I call good basic banking.” Also, 
despite a 27 per cent government holding 


(Administrator of the Specified Undertaking of 


the Unit Trust of India), the bank has managed 
to keep babus from interfering. And that per- 
haps has got a lot to do with Nayak himself, a for- 
mer bureaucrat. 


Axis Bank is yet to make an acquisition, but 
Nayak is keeping an eye out for a good buy. In 
the meantime, he is adding to the bank’s reach. 
In 2007-08, it opened 143 new branches, taking 
the number of branches to 651, and 3,082 
ATMs. It is also going about creating a global 
footprint. “We are focusing on Asia,’ says 
Nayak. “That's where the opportunity is. Unlike 
some other banks, we do not want to spread 
ourselves thin.” In May 2008, Axis Bank opened 
a branch at the Dubai International Finance 
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Centre. This was in addition to its existing 
branches in Singapore and Hong Kong, and a 
representative office in Shanghai, which the 
bank hopes will be upgraded to a branch soon. 
The bank wants to look into cross-border trade 
and manufacturing activities, remittances and 
businesses from the Indian diaspora abroad. On 
the cards is also a wealth management joint ven- 
ture with Rothschilds, a high-end global private 
banking player. 

The bank has come a long way after having 
started out as UTI Bank in the early 1990s. To 


those interested in geometry, Axis is a line of 


reference; to the physicist, it is a line of stability. 
Ask Nayak what these terms mean for the bank, 
and his response is: the line of reference means 
quality of assets; the line of stability, return on 
assets. Axis Bank is in an orbit of its own. 
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Axis Bank Chairman 
P.J. Nayak says he 
does not believe in 
seeking market share 
just for the sake of it 
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Rising Star 


by Sreevalsan Menon 


Bank of India has upstaged 
state-run biggies 


BANK OF INDIA 


Rs 1,50,012 cr 
Rs 1,153,476 cr 
Rs 2,009 cr 
0.52% 





^ ANK of India (Bol) proved Napoleon 
— Bonaparte right — ‘impossible’ is a 


fools. The BW-PwC study shows Bol 
has beaten state-run biggies such as 
State Bank of India, Bank of Baroda and Punjab 
National Bank. In terms of deposits and ad- 
vances, State Bank is almost four times bigger 
than Bol. While State Bank's deposits and net 
advances for FYOS are Rs 5,37,404 crore and 
Rs 4,16,768 crore, respectively, the correspon- 
ding numbers for Bol are Rs 1,50,012 crore and 
Rs 1,13,476 crore. 

The man who made it possible, Chairman 
and Managing Director T.S. Narayanasami, 
took over the reins of the Mumbai-based bank 
nearly one-and-a-half years ago. So, how did he 
manage to take it to the top? “We focused heav- 
ily on customer-centric policies, and that paid 
off,” says Narayanasami. Branches were divided 
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into resource, profit and priority sectors, and 
general banking centres based on the business 
potential. Expansion across geographies re- 
sulted in a rise of 18 per cent in global business 
and profits. Higher advances were a result of in- 
creasing foreign advances and those made to 
SMEs and the agricultural sector. 

Bol is the only state-run bank that had a 100 
per cent growth in net profit for two successive 
quarters (September and December 2007), giv- 
ing it an annual growth of around 80 per cent. 
Strong growth in interest and other income re- 
sulted in a spurt of 80 per cent in net profit to Rs 
2,009 crore. Its overall business — Rs 2,64,800 
crore — rose more than 30 per cent, much 
higher than the sector's average of 22 per cent. 

"A good management team, huge improve- 
ment in core-banking activities and an ever-in- 
creasing branch network were the primary rea- - 
sons for this growth," says Ajay Parmar, head of 
research at Mumbai-based broking firm Emkay 
Global. “And this growth has extended to the 
first two quarters of the new fiscal despite the 
severe credit crunch globally.” 

The bank has also managed to keep a check 
on its dud loans. Its net NPAs (non-performing 
assets) dropped to 0.52 per cent with gross 
NPAs at 1.7 per cent. Analysts find Bol’s per- 
formance impressive in key parameters. Its re- 
turn on assets was 1.25 per cent against the 
benchmark of 1 per cent, and return on owned 
funds was 28.44 per cent higher than the indus- 
try benchmark of 18 per cent. Even the bank's 
net interest margin (NIM) stood at 3.11 per cent 
against the industry's 3 per cent. 

"High net interest margin levels are not 
maintainable in FYO9," says Narayanasami. 
"Hence, we want to bank on revenues from 
third-party products.” Bol is trying different 
routes for corporate funding, including forex 
loans, for acquisitions abroad. In fee-based in- 
come, it has ventured into mutual funds and set 
up a credit card division called Indiacard. 

In 2007, Bol raised Rs 1,360 crore from insti- 
tutional investors at Rs 360 per share. This took 
its net worth to Rs 8,628 crore as of March 2008 
as it migrated to Basel II with a CAR (capital ad- 
equacy ratio) of 12.04 per cent. However, it suf- 
fered a marginal drop in CASA (current account 
savings account) deposits to 36 per cent from 40 
per cent and a marked-to-market loss on cur- 
rency derivatives transactions of Rs 125 crore. 
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Citi On A 








Home Run 


by Raghu Mohan 


Citibank's smartly crafted moves 
have taken it to the top 


CITIBANK 


Rs 46,125 cr 
Rs 38,377 cr 
Rs 1,804 cr 
1.23% 








COUPLE of years ago, there was a 
feeling in the banking circuit that 
Citibank had gone a bit off the boil. In 
terms of size, it had lost its pole-posi- 
tion among foreign banks to Standard 
Chartered. In terms of visibility, too, private rivals 
such as ICICI Bank and HDFC Bank were hog- 
ging the headlines. Then, over the past year or so, 
Citi’s new global CEO Vikram Pandit was cutting 
it down to size, and planning to sell about $400 


billion in assets. In India, there were whispers of 


large-scale layoffs, and speculation that it will 
offload its 13 per cent stake in HDFC. 

However, Sanjay Nayar, CEO of Citigroup (In- 
dia), has proved that Citi never sleeps. The BW- 
PwC study sees Citi at the top of the heap of for- 
eign banks in India for 2007-08. It more than 
doubled its net profit to Rs 1,804 crore; total rev- 
enues (net interest income plus other income) 
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rose by 51 per cent to Rs 6,099 crore. 

So, what makes Citi tick? Nayar says it is the 
bank's universal banking model. *Strong head- 
winds in global credit markets clearly had some 
impact in India towards the end of the year, but 
we are confident that the strength, diversity and 
resilience of our franchise will help us ride out 
these conditions. 

There is more to Citi than just being a bank. 
As a group, its net profit stood at Rs 2,596 crore, 
that is a 65 per cent rate of growth. At end- 
March 2008, the groups balance sheet stood at 
Rs 1,07,679 crore, up by 28 per cent. This, de- 
spite the fact that a foreign player such as Citi is 
constrained by regulations. It cannot open 
branches as it wants, and it cannot grow inor- 
ganically for some time to come. 

The bank claims that despite the tough times in 
the retail business, its cards business grew 24 per 
cent; that the retail bank and plastic helped offset 
rising credit costs in the consumer finance busi- 
ness. The bank also rolled out a customer educa- 
tion initiative to spread awareness of best prac- 
tices in using credit, giving vital tips on the myths 
and facts about consumer credit. 

To remain relevant to its Indian audience de- 
spite the restrictions placed on it, Citi has put its 
Citigroup platform into play. It hand-held several 
Indian firms in their global ambitions, such as Tata 
Steel-Corus, Tata Motors-Jaguar and United Spir- 
its-Whyte & McKay. Some others such as cash 
management and trade services that add to its fee- 
income, which rose by 82 per cent to Rs 2,446 
crore, are below the radar. Of course, much of this 
is largely contributed by robust growth in profits 
from the foreign exchange business. Of Citigroups 
total revenues of Rs 8,410 crore, corporate bank- 
ings share was 31 per cent, retail's 43 per cent, and 
treasurys 24 per cent. And in terms of profits be- 
foretax, the same stood at 30 per cent, 25 per cent 
and 45 per cent, respectively. 

Citigroups most visible strategic move came in 
May 2006 when it picked up a 9.27 per cent stake 
for a tad above Rs 3,000 crore in HDFC, taking 
its holding to 13 per cent. The deal not only made 
Citi the largest stakeholder in HDFC, but also 
gave it a strategic hook into HDFC Bank (HDFC 
holds 22 per cent in HDFC Bank). It has led to 
speculation that it may one day lead to two grand 
deals — first between HDFC and HDFC Bank, 
with Citigroup coming to the party right after. 
Citi, and Nayar, are awake to the possibilities. 
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Backwaters 


by Muthukumar K. 


WIDER NET: 
Federal Bank 
Chairman M. 
Venugopalan. The 
bank plans to be a 
national player soon 











Federal Bank has so far kept a safe 
distance from turbulence 


Federal Bank 


Rs 25,915 cr 
Rs 18,905 cr 
Rs 368 cr 
0.23% 





= HAT is common between Kerala's 
backwaters and Federal Bank? 
Both keep a safe distance from tur- 
bulence. The business model of the 
| 77-year-old Federal Bank shows 
that ‘iii its peers, it has not been an aggressive 
player in growing advances. The bank has focused 
more on margins. Adequate provisioning for non- 
performing assets (NPAs) has kept its balance 
sheet clean. Timely GDR (global depository re- 
ceipts) and rights issues have kept the bank ade- 
quately capitalised. “We expect a slight increase in 
NPA levels, and are keeping a close watch on the 
portfolio,” says Federal Bank Chairman and CEO 
M. Venugopalan. 

Adequate provisioning has been the hallmark 
of this bank. Its NPA coverage ratio was 90.2 
per cent, the highest among private banks. 
While this accounting practice dents profitabil- 
ity, it also gives a clearer picture of the com- 
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panys financials. The growth in advances of the 
bank in the past three years has only been aver- 
age. In FYOS, the total advances of the bank saw 
a 26.9 per cent growth at Rs 18,906 crore. 

The bank has been focusing on the SME and 
retail sector to improve its yields. According to a 
recent Enam report, 36 per cent of loan portfolio 
of Federal Bank belongs to the SME sector, 17 per 
cent to housing, 14 per cent to agriculture and 4 
per cent to commercial real estate. However, the 
economic slowdown poses two challenges to the 
bank. One, the existing portfolio could come un- 
der strain, particularly SME and housing. Sec- 
ondly, the overall growth rates in advances could 
come down, affecting its future profitability. 

According to the Enam report, the current 
margin of 4.4 per cent is among the highest in 
the industry. The management, however, ex- 
pects this to moderate to 3.8 per cent levels. 

The net profit for the year rose to Rs 368 crore 
in March 2008, an increase of 25.7 per cent over 
the previous fiscal, while total provisions touched 
Rs 426 crore compared to Rs 320 crore last year. 
Mark-to-market (MTM) losses also hit its prof- 
itability. Says Punit Srivastava, banking analyst at 
Enam Securities, “Federal Bank’s net profit for the 
fourth quarter of FYOS grew only 4 per cent YoY, 
largely due to Rs 68 crore of MTM hit in the bond 
portfolio, resulting in 59 per cent YoY jump in 
provisioning.” The cost of deposits has gone up by 
117 basis points to touch 6.7 per cent during the 
year. And thanks to its Rs 2,125-crore rights issue 
last year, the bank need not scramble for high-cost 
fixed deposits to raise funds. 

The latest banking report of HDFC Securities 
mentions, “Most public sector banks (PSBs) are 
sufficiently leveraged when it comes to capital 
adequacy ratio (CAR)? Federal Bank has among 
the highest CAR of 22.5 per cent. “The finance 
ministry has also announced that the govern- 
ment will inject fresh capital in PSBs to improve 
their financial health, and help them achieve a 
CAR of over 12 per cent,’ the report adds. 

The company now plans to become a national 
player and has increased its presence in Tamil 
Nadu, Karnataka and Maharashtra over the years. 
Says Venugopalan, “The idea is to have a clustered 
approach by opening more outlets in a particular 
region rather than opening fewer ones at different 
locations.” During the financial year 2007-08, the 
bank added 67 branches and opened 141 ATMs. It 
sure is spreading its wings beyond the backwaters. 
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Innovation from Bosch: The start/stop system reduces fuel consump- 
tion and CO, emissions in urban stop-and-go traffic by up to 896. In 


traffic jams or at red lights, for example, the system switches off the 


engine — and automatically restarts it when things get moving again. Invented for life 
This reduces driver stress, saves money and is easy on the environment. 
www.boschindia.com 


For information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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Banks are getting savvier about 
risk management 
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INSIDE STORY: 
Market movements 
in interest rates have 
emerged as the key 
source of risk that 
banks in India are 
grappling with 
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» W and PricewaterhouseCoopers 
— (PwC) carried out a risk quotient sur- 
< vey as a part of this Banking Survey 
_ 2008, primarily to get a snapshot of 

— the general state of risk management 
practices among scheduled commercial banks. 
The other objective was to seek their perspec- 
tives on the sources of risk, the ability of the 
banks' risk management practices to react to 
risks in the future, their preparedness to re- 
spond to increasing compliance requirements 
and the effectiveness of compliance processes. 
Twenty-six complete responses were received 
from the universe of 56 banks. The responses 
provide some insights into some of the sources 
of risks faced by commercial banks. 





I GIS risk survey 
avigating 
Minefields 


by Robin Roy 





Market movements in interest rates have 
emerged as the key source of risk among the 
market factors that banks in India are grap- 
pling with, followed by credit spreads. While 
the average of 2.69 on a scale of 5 for interest 
rates and 2.19 on 5 for credit spreads may not be 
very high, these still remain areas of concern. 
The response is expected as banks haye had to 
deal with the upward movement in interest 
rates in the past year coupled with the challenge 
of re-pricing of loans. 

In the past few weeks, we have seen a palpa- 
ble liquidity crisis within the banking system. 
While the Reserve Bank of India (RBI) has 
taken steps to infuse liquidity in the system by 
continuously cutting cash reserve ratio (CRR), 
the liquidity issue will not be resolved soon 
and banks are still hesitant to keep the credit 
tap open. 


Refining The Toolkit 

Technology dependence and technology-re- 
lated fraud have emerged as key operational 
risks faced by banks as they try and adapt to ad- 
vances in technology at a faster rate to optimise 
their operations and in the process, increasing 
the probability of technology related frauds. 

Credit risk controls come next with a score of 
2.04 as banks need to come up with tighter 
credit management practices for prudent lend- 
ing. In the current scenario, credit risk controls 
has become a critical driver for lending as 
volatile interest rates and a slowing economy 
can lead to higher defaults. 

While competition from new entrants in the 
financial sector with a score of 2.0 has been the 
other concern area and is ranked at number 6 in 
the list, corporate governance and volatility in 
commodities feature way down in the list. This 
is also not unexpected as not many Indian 
banks have exposures to the commodities mar- 
ket, while corporate governance has been a ma- 
jor focus area over the last few years. 

Responses to the risk quotient survey show 
that on an average a bank has around 50 per 
cent exposure of off-balance sheet assets to total 
loan funds, though such exposures are higher in 
the new private sector banks and foreign banks. . 
The off-balance sheet exposure has been in fo- 
cus as banks in the western world had huge off- 
balance sheet items, mostly in the form of deriv- 
atives which may have led to their downfall. 
Banks in India have been more prudent in that 
respect; however, the responses indicate that 
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I'll never know of all the things she's done for me. 


Just the little things. 


Saving me a seat on the bus. 


Tying my shoelaces. Taking the blame. 


Good people to bank with 


Now the years have passed. But when she's around, 
Your dreams are not yours alone 


She's my alibi. My punching bag. My didi. 


I’m still the girl without a care in the world. 
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IDENTIFYING RISK 


Some of the sources of risks faced by commercial banks 











Back office 
Market movements 
m Commodities 
m Credit spread > 
m Currency 
m Equities 

= m Interest rates 
Credit risk control 
Environmental risk 
Retail sales practice* 
Technology dependence 
Frauds 
Payment systems 
Competition from new players/entrants 2.00 
Corporate governance 154 








*as part of Retail Banking 





RISKY BUSINESS 


New private sector banks & foreign banks have higher exposure to risk 








Public sector banks around 50% Igi. 
Old private sector banks 25-5096 6 
| New private sector banks 51-7596 6 





| Foreign banks more than 7596 $^ 


Source: BW-PwC Banking Survey 






the importance of risks emanating from off-bal- 
ance sheet exposures cannot be neglected. 


Adding New Tools 
Public sector banks mostly use derivative in- 
struments for managing their own risks (10 out 
of 12 responses) and helping clients to manage 
their risks (8 out of 12 responses) while a few (3 
out of 12) tend to use it as a tool for enhancing 
their profitability (reducing income volatility). 
New and old private sector banks mainly use 
derivatives to help clients manage their risks. 
While most of the local banks believe that 
their risk- management departments can antici- 
pate future risks and demonstrate that the risks 
are under control, quite a few still believe, that 
risk management is not tightly integrated with 
their day-to-day operational activities. Banks 
also seem to believe that expenditures related to 
risk-management activities are justifiable. 


The responses show that banks are serious 
about compliance requirements, though 
around 24 per cent (six out of 26 responses) in- 
dicate that the bank's compliance processes do 
not provide a single enterprise view of the risk- 
related information available. A single enter- 
prise view of risk is important for corporate 
governance as it helps to focus on the areas of 
concern from an organisation’s perspective. 
While banks have been taking risk manage- 
ment as a function more seriously, a pervasive 
risk culture needs to be inculcated to comple- 
ment the systems and processes supporting a 
robust risk-management practice. 


Playing By The Rules 

Most banks seem to believe they are well 
equipped to execute their compliance processes 
and can adapt quickly to local regulatory re- 
quirements. While around 90 per cent ofthe re- 
sponses indicate that the processes for manag- 
ing compliance have actually improved 
accuracy in financial information and en- 
hanced preventive controls, around 26 per cent 
(7 out of 26 responses) of the respondents be- 
lieve that this has not been able to reduce the 
overall costs of compliance. 

Responses indicate that banks have started to 
develop systems and procedures to increase the 
effectiveness of the compliance processes; in 
terms of using technology for compliance, they 
are in the middle of the learning curve. While 
most of the new private sector and foreign 
banks have adopted processes and technology 
more intensively and are further up the learn- 
ing curve — they have implemented perform- 
ance and learning management systems to help 
institutionalise technology usage — the rest of 
the banks have some catching up to do. 
Notwithstanding this, there are quite a few 
public sector banks that have embraced tech- 
nology as a key enabler for running the busi- 
nesses and managing risks, and today provide 
many more technology driven services. 

Keeping risk-producing factors emanating 
from overseas aside, it can perhaps be said that 
the local banks have been taking steps to 
appreciate, identify and respond to various 
risks impacting their businesses. At the same 
time, an enterprise wide risk view backed 
by stronger corporate governance practices are 
the need of the hour, looking to the recent de- 
velopments in the global banking arena. We 
propose to come up with a more detailed survey 
in the near future covering more specific areas 
in greater detail. 


The author is associate director, financial 
services, PricewaterhouseCoopers 
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Stepping On 


Brand Pedal 





by Muthukumar K. 


Banks are spending on brand 
building like never before 


MATCHING UP: 

Union Bank is reportedly 
spending Rs 75 crore on 
advertising this year 


OME years ago, FMCG major Cad- 

bury found itself in the eye of a storm. 

» Reports of worms in its Dairy Milk 

- bars got the chocolate major into deep 

trouble just ahead of the Diwali sea- 

son. It then roped in Bollywood superstar 

Amitabh Bachchan to assure consumers of the 
quality of its products. 

Does the story have a familiar ring to it? It 
seems so; just a few weeks ago Shah Rukh Khan 
(SRK) stepped in to reassure the customers of 
the largest private sector bank in the country, 
ICICI Bank. The Bollywood czar was roped in 
after there were fears of a run on the bank with 
depositors queuing outside ATMs to withdraw 
money. 

Celebrity endorsements — a common prac- 
tice in FMCG marketing — is slowly becoming 
popular with the banking industry, as it sheds 


its sedate past to adopt ag- 
gressive and innovative 
marketing initiatives. 

So, jostling for prime air 
time on television with 
colas and toothpastes are 
promotional campaigns of 
banks. If cricketer Rahul 
Dravid bats for Bank of 


Baroda — as part of a 
multi-crore deal with the 
bank — Bank of Ra- 


jasthan’s advertisements 
feature down-to-earth en- 
dorsements by actor Hema 
Malini. 

Celebrity endorsements 
don't come cheap. Neither does aggressive 
brand building. So advertising budgets of some 
banks such as Union Bank of India and Canara 
Bank have shot through the roof and are now 
comparable with FMCG companies, which gen- 
erally spend an average 10 per cent of revenues 
on promotions. Banks have, on an average, 
raised their promotional expenses by about 40 
per cent in the past two years. 

According to media monitoring company 
AdEx India, banks were also the third largest 
among advertisers in the first half of 2008. In 
the past three years, HDFC Bank, Citibank and 
ICICI Bank, in that order, spent the most on ad- 
vertising. HDFC Bank topped the list with an 
advertising spend of Rs 307 crore in financial 
year 2007-08. Citibank and ICICI Bank spent 
Rs 258 crore and Rs 208 crore, respectively, 
during the same period. Such huge ad spends 
till recently were the preserve of large FMCG 
companies such as Colgate-Palmolive and 
Marico, which spent Rs 256 crore and Rs 181 
crore, respectively, on advertising last fiscal. 


SATHEESH NAIR 


Advertising Blitzkrieg 
So, what is driving banks towards such aggres- 
sive branding initiatives? 

The latest report of Brand Finance Banking 
500, an annual survey of global banking brands, 
answers that question to a large extent. It says, 
"The world economy has a significant over- 
supply of products and services in all sectors. 
Asa result, differentiation through strong brand- 
ing is becoming more and more important." The 
report goes on to explain that there is increasing 
onus on each brand to communicate how it is 
unique in satisfying customer needs. A bank, the 
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report emphasises, also 
needs to provide a consis- 
tent brand experience to 
prevent customers from 
switching to rival banks. 

It is not just branding, 
some public-sector banks have decided to shed 
their ‘old-fashioned’ image to appeal to the 
younger generation — which constitutes close 
to three-fourths of India today. 

After Bank of Baroda and Canara Bank, it is 
Union Bank of India that is reportedly spending 
Rs 75 crore this fiscal on its re-branding initia- 
tives. Many public sector banks are also step- 
ping up re-branding initiatives to gear up for 
the anticipated onslaught of competition from 
foreign banks with RBI considering a level- 
playing field for Indian and foreign banks. 

The challenge, however, lies in delivering the 
brand promise. Says Santosh Desai, CEO of Fu- 
ture Brands, “The danger here is that of strategy 
by denial. Public sector banks claim to be more 
modern, foreign banks claim to be more Indian 
and private sector Indian banks claim world- 
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class efficiency. The bank brand tries to become 
exactly what it is not.” He adds, “Unless this 
has been preceded by a massive and real inter- 
nal re-engineering programme, it is unlikely | 
to do the brand any good in the long run” (See 
also ‘Bank Brand Is a Verb.) Union Bank seems 
to have already mulled this over. To ensure that 
its re-branding is not just a cosmetic change, it 
has roped in Boston Consulting Group to sug- 
gest measures for a smooth transformation in 
HR practices and banking processes. 


Brand Wagon 
Banks may be going the FMCG way in brand 
building but advertising of banks is distinctly 
different from the promotion of a shampoo or 
soap. The million-dollar question is: are 
celebrities chosen by 
banks the perfect brand 
fit, whether it is SRK for 
ICICI Bank, Juhi Chawla 
for Dena Bank or Sania 
Mirza for Deutsche Bank? 
Does SRK — who also en- 
dorses 17 other products — 
appeal as much to the 
bank client in you as he 
does to the cellphone 
buyer? Says Madhabi 
Puri-Buch, executive di- 
rector of ICICI Bank, 
“SRK has a broad appeal 
among the young as well 
as the older generation. 
. Using a celebrity could 
mean lower frequency of 
advertisements as well as 
time taken to reach the 
same target audience". 
But many banks still go 
for more practical or 
earthy advertising rather than glamourising the 
world of finance. Union Bank’s latest advertise- 
ment depends on portraying itself as a partner 
in customer aspirations. That is what Standard 
Chartered bank also attempts to communicate 
through its blue and green trust mark. Says 
Geraldine Matchaba, head of corporate affairs- 
India at Standard Chartered Bank, "It is a sym- 
bol of our brand promise, an interlinked S and C 
— to recognise our partnership with our stake- 
holders and what we stand for.” 

Different banks will do it differently. But 
whether it is a Shah Rukh Khan endorsement 
or asimpler advertisement, banks need to make 
sure they inspire trust while building or re- 
building brands. 


BIVASH BANERJEE 
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Nortel data network solutions are up to 
40% more energy efficient than Cisco. 
Numbers like that can add up to massive. 
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by Rajesh Gajra 


Numerous complaints against 
banks indicate poor services 


POOR SHOW: 


SBI topped the 
complaints list 


EALING with banks is not always a 
— c pleasant experience for customers. 
| - Most disgruntled clients either bear 
— | with it or change their banks on a bit- 
— SW ter note. But some take a step for- 
aisd hi lodge a complaint with the banking 
ombudsman. Going by the Reserve Bank of In- 
dias (RBI) data on customers’ complaints 
against 83 scheduled commercial banks with 
the ombudsman, 34,500 complaints were 
lodged as of 27 November 2007. The top five 
categories were credit cards (7,669 complaints), 
deposit accounts (5,578), non-housing general 


loans (4,169), remittances (3,919) and charges 


without prior notice (2,527). 
Lenders and borrowers make up a bank’s cus- 
tomer base. As a lender to a bank, you invest 
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your money in deposit accounts that can earn in- 
terest and that can be withdrawn or transferred 
whenever you desire. As a borrower, you take a 
loan for your business, home or general purpose, 
or you could have outstanding transactions on 
your credit card. Worldwide, most customers ex- 
perience lukewarm response on problems with 
their deposit accounts as lenders, and as bor- 
rowers they receive aggressive response on prob- 
lems in their repayment of loans. 

On the other hand, serving customers isn’t an 
easy task for banks either, given the diversity of 
their client base. What may be good for one may 
not be suitable for another. Take a bank that of- 
fers smooth internet banking but poor cus- 
tomer service. It may not be an issue with a net- 
savvy young or middle-aged customer who 
doesn’t have the time to visit a branch. How- 
ever, it may not be of any use to a senior citizen 
who relies more on visiting the nearest branch. 
So, the bank has to understand the need of the 
different segments of its customers. ' 


Customer Segments 

Most senior-citizen customers do not use either 
home or internet banking services. They rely 
more on visiting the nearest branches or some- 
times even the ATMs. Here, the nationalised 
banks score over the private ones, feel customers. 
Holding mostly savings and deposit accounts, 
their demands are mainly to 
enquire about their account 
balance, deposit a cheque or 
withdraw money. 

Young executives of pri- 
vate banks have the advan- 
tage of fresh approach to 
solving problems of senior 
citizens, but suffer from lack 
of patience in dealing with 
their queries. Senior citi- 
zens seek small concessions 
in procedures that private 
banks are wary of giving. 

K. Rengaswamy, CEO of 
his own Mumbai-based firm 
Amal Infosystems, has high 
regard for personalised serv- 
ices of nationalised banks. “If 
you have a problem, there is 
a hierarchy in the nation- 
alised bank’s branch that 
deals with it, unlike in pri- 
vate banks where the highest 


SATHEESH NAIR 


24 NOVEMBER 2008 14 BUSINESSWORLD 






you can go to is the floor 
manager of the bank's. | 
- eall centre who knows 
 Wtleaboutbanking" — | 
But not all agree that 













- services have im- 
proved. Joy Chandran, 
a technician in a pri- 
vate company at Mum- 
bais Santacruz airport | 
complains about the 
_ SBI branch at Vakola, | 
= “There is a long queue 

just to get in and senior 
citizens are made to 


| State Bank of india 
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stand in the same 
queue.” The branch's 
chief manager, 8. K. 
Kulkarni, says "Y 
~ first week of a month is 
| busy. but that doesn't 
mean that we are not 
.. working enough. Any- | 
^ body can open a sav- 
ings account with SBI 
for just Rs 500 while 
the minimum amount 
is Rs 5,000 in other 
banks, so we have to cope with more customers." 
Not that private banks are customer-friendly 
all the time. Sharmila Phadke, a freelance writer, 
went through a harrowing time trying to get in- 
ternet banking activated with the largest private 
sector bank in the country. It took her three 
"weeks of following up with call centre executives 
and branch-level officials to sort out her problem. 
"The executives at the call centre and the branch 
are quite dumb,” she says. “I got fed up. It was 
only when I told them I want to close the account 
that they acted quickly and solved the problem.” 
The banking system even discourages small 
and medium-sized entrepreneurs who require 
business loans of less than Rs 20 lakh. *Foreign 
banks don't look at loan amounts below Rs 30 
lakh and they lend to you only through over- 
draft facility, says Rengaswamy of Amal Infos- 
ystems. “Either they don't have the skills to eval- 
uate a business proposal or they don't want to.” 
Rengaswamy took an over-draft with Oriental 
Bank of Commerce as it was receptive to his 
needs and its service charges were lower than 
private banks. 
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Credit Card Concerns 

Credit card issuance and service is an area most 
customers have had unpleasant experiences 
with banks, both nationalised and private. Cards 
sent that were not asked for, cards billed for that 
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were never received, data errors showing double 
debits or higher outstanding, bad treatment 
from recovery agents — the list is endless. 

The menace of recovery agents hired by banks 
extends to all retail loans. Despite having the legal 
recourse of Securitisation and Reconstruction of 
Financial Assets and Enforcement of Security In- 
terests Act (SARFAESD, Debt Recovery Tribunal 
and civil courts, banks resort to behaviour that, 
many say, is offensive under the Indian Penal Code. 

In August 2005, an ICICI Bank car loan bor- 
rower Someshwari Prasad, who was an advocate 
with Allahabad High Court, was forcibly taken 
by the bank's recovery agents to the branch and 
beaten up by bank officials. Prasad filed an FIR 
and had the bank officials and collection agents 
arrested. The Allahabad High Court raised the 
question “whether ICICI Bank or its collection 
agency can take coercive action against the bor- 
rower by snatching the vehicles or taking posses- 
sion ofthe property without following the proce- 
dure established by law and take further 
coercive action by locking the individual bor- 
rower in the bank or at some other place?" 

Clearly, RBI has not been forceful enough to 
direct banks to follow the law of the land when 
it comes to recovery of dues. 


With inputs from Satheesh Nair 
rajesh.gajra (2 abp.in 
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by Raghu Mohan 


IT SAVVY: 

K.V. Kamath’s ICICI 
Bank has successfully 
carved out its captive IT 
division as a separate 
company, 3i Infotech 
(formerly ICICI Infotech) 


. HE age-old bond that banks share 
' with technology has grown stronger 
over time. And over the years, finan- 
cial institutions have increased their 
| IT participation to stay ahead of co- 
mpetition. Banks have been investing aggressi- 
vely in technology and processes. They have 
also been managing these investments as part 
of their business portfolio. But, can banks eme- 
rge as technology or IT powerhouses? Susan 
Cournoyer, managing vice-president at Gart- 
ner, one of the world's leading IT research and 
advisory firms, sees this as a distinct possibility. 
Historically, business process outsourcing 
(BPO) firms, such as First Data, trace their 
roots to financial businesses. First Data is an 
agglomeration of various cooperative associati- 
ons that were initially established to provide 
credit card data processing services for member 
banks. So do newer entrants such as Genpact, 
which was GE Capital International Services 
(Gecis), before GE sold majority stake in 2005 
to PE firms. "We also see IT businesses driven 
within financial companies, such as the Total 
Systems division of Synovus;' she says. Globally, 
a fair number of software and services compa- 
nies have been spun off from financial compa- 
nies, such as i-flex from Citi. 

However, Ravi Lambah, managing director for 
investment banking at Citi (India), is not sure 
whether such a trend will emerge. “The notion of 
tech-savvy banks becoming IT service providers 
is unlikely, though instances of carving out suc- 
cessful IT ventures into distinct business entities 
(such as i-flex) are possible." Tech-savvy banks 
have successfully built focused and highly experi- 
enced teams with deep domain expertise in their 
IT requirements. "The captive divisions are inte- 
gral to the banks' ability to service clients effi- 
ciently and also to manage a complex system in a 
highly regulated environment; he says. 


Captive Culture 

Citi started off with a captive called COSL (Citi- 
group Overseas Software) in 1986-87. The finan- 
cial powerhouse saw an opportunity in extending 
its offerings to other customers and created Citil 
(Citicorp Information Technologies Industries), 
which dealt with banking software. It was later 
branded as i-flex. COSL was sold to Polaris in 
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2000 because it felt technology was its core busi- 
ness. In 2005, another captive called CITOS, 
now Citi Technology Services, was created to 
manage Citi’s hardware services. “Now reports in 
the media seem to suggest that even CITOS is on 
the block,” says Umesh Jain, president and chief 
information officer of Yes Bank. 

The fact that these technology teams are en- 
gineered for a single client, who creates specific 
delivery platforms with deep domain expertise 
in select verticals, makes them attractive acqui- 
sition targets. And when sold, these captive 
businesses give the acquirer a deep-domain fin- 
ancial services IT platform, which in turn can 
be leveraged to win similar business from other 
banks. ICICI Infotech, now 3i Infotech, and Po- 
laris are examples wherein banks (ICICI and 
Citi) have incubated such divisions and subse- 
quently carved them out into independent com- 
panies after they achieved size and scale. 

There is a cycle of management belief. One 
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Powered by technology, many 
modern banks have hived off 


their IT divisions into 
independent companies 





team sees technology as a strategic advantage 
and it is followed by a new management, which 
believes technology is not its core business. The 
notion that banks are sitting on a goldmine 
when it comes to unlocking value from their te- 
chnology capabilities may not always be true. 
“When you sell off, the valuation at best is going 
to be directly proportional to committed rev- 
enues for a certain number of years and that will 
need to make business sense for buyers,” says 
Yes Bank’s Jain. “The buyer should be able to get 
that money back from you in as many years.” 
While financial companies stay ahead of 
competitors through building IT capabilities 
that can compete both internally and externally 
over the long term, the goals of financial and IT 
firms often diverge. Typically, financial firms 
spend 4-8 per cent of their revenues on IT, so 
large banks can find that their captive centres or 
BPO capabilities can amount to a few per cent 
of their overall revenues. Says Gartner’s 


Cournoyer, “This is a material percent- 
age of their business and this partly ac- 
counts for the increase in sales of captive 
centres, which we've seen with this eco- 
nomic downturn, as large financial serv- 
ice firms look to capitalise on these as- 
sets and resources.” Citi recently sold its 
captive unit to TCS, and the US crisis 
played a major role in its decision. 


Times Have Changed 
Shrinath Bolloju, chief operating officer 
of Deutsche Bank (India), is of the view 
that the days of IT captives are over. *We 
saw it starting in the mid-1980s with 
Citi's captive, but then these incubated 
captives have mostly all been sold out.” 
The idea of partnering somebody who 
knows the job better has also picked up. 
In 2005, Wipro signed a contract with 
Dena Bank to manage the company's 
hardware and core banking software. In 


Canada signed a $1.1-billion contract 
with IBM Canada to manage the bank's 
information technology infrastructure. 
A division of Big Blue, IBM Global Ser- 
vices, now manages the bank's websites 
and call centres. 

"While I do see partnerships, the truth is that 
there are certain things that a bank knows best;" 
says Bolloju, who believes there are limits to 
how much a bank can partner an IT firm. *An IT 
firm can never have access to that knowledge as 
they are not in the money business like banks, 
and in many cases do not have the ability to in- 
vest in strategic platforms independently." 
Apart from servicing its customers, Deutsche 
Bank provides a bundled service (technology 
and operations) to other institutions. 

Financial services and IT software markets 
share certain characteristics. However, these 
often diverge in the long term around support 
and maintenance, and strategic directions. 
Large financial institutions will need the skills 
to gauge these business intersections, harvest 
software innovation in financial firms and 
know when to spin off these ventures. 
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December 2001, the National Bank of 


WHERE 
BANKS USE 
INFORMATION 
TECHNOLOGY 


e Core banking solu- 
tions for transactions, 
internet banking and 
ATMs 


e Connectivity between 
the central server 
and ATMs 


e Connectivity between 
the central server 
and branches 

e Telecom for band 
width and data 
transfer 

e Risk management 
technology 









Casting The 
Net Wide 


by Manashwi 


Financial inclusion initiatives can 
help banks in the long run 


EAMS of writing will vouch that the 

current financial crisis in the US is 

not only due to complex financial en- 

gineering and a poor regulatory 

framework, but primarily because of 
the quality of customers the banking system 
had picked. Does it make sense to dole out cash 
to identity-less slum dwellers and villagers? 

Indian Bank, Union Bank of India and Ca- 
nara Bank have added their branches to the 
congested landscape in Asia’s largest slum in 
the past 16 months — all looking to get a slice of 
Dharavi'’s Rs 4,400-crore leather business. Be- 
sides, of the 134-million financially excluded 
households in India, 76 per cent is rural and a 
large, uncontested market. 

The multi-layered Indian banking system — 
comprising 82 scheduled commercial banks 
(SCBs), 92 regional rural banks (RRBs), four local 
area banks (LABs), 1,813 urban co-operative 
banks (UCBs) and 107,497 rural co-operative 


NEW APPROACH: 
Banks are trying to 
bring in low-income 
households into the 
financial access net 


He aia inclusive growth 


2008 


credit institutions went through an introspec- 
tive phase in the 1990s, when prudential 
norms were tightened; banks became risk 
averse and concentrated on strengthening 
their balance sheets. Today, that gives them the 
ability to convert what was largely perceived as 
social responsibility into a viable growth plan: 
providing access to finance to all, irrespective 
of geography, income or education. 


Whither Financial Inclusion? 

India ranked 50 in the global financial inclu- 
sion index released this July by Delhi-based 
research forum Indian Council for Research 
on International Economic Relations 
(Icrier), even below less developed African 
countries such as Kenya and Morocco. 

Now in the process of developing an India 


SATHEESH NAIR 


specific index, Mandira Sharma, fellow at Icrier, 


says, “The two funds for financial inclusion of Rs 
500 crore (one for development of inclusion 
mechanisms and the other to meet the costs for 


technology adoption) set aside by the Union 


Budget should provide the right catalytic effect.” 
So far, notes the RBI's Trends and Progress Re- 
port 2007, 28 districts in eight states (Andhra 
Pradesh, Gujarat, Haryana, Himachal Pradesh, 
Karnataka, Kerala, Punjab and West Bengal) 
and the Union Territory of Puducherry have 
achieved 100 per cent inclusion. 

The banking system had Rs 45,000 crore in 
deposits with RRBs in 2007, and has outstand- 
ing loans worth Rs 22,227 crore as on 31 March 
2008 with the Self Help Group (SHG)-Bank 
Linkage programme, which seeks to bring in 
low-income households into the financial access 
net. But that still leaves 60 per cent ofthe popula- 
tion out ofthe loop. So the RBI upped the ante in 
its Annual Policy Statement, 2005-06, where it 
said “the banks had been bestowed with several 
privileges, especially of seeking public deposits 
on a highly leveraged basis, and therefore, should 
be obliged to provide banking services to all seg- 
ments ofthe population on an equitable basis”. 


Let Us Count The Ways 

Under this new guideline, banks initiated and are 
conducting several pilot projects, to test the func- 
tionality of new schemes such as no-frills (zero 
balance) accounts, models like that of business 
correspondents (BCs), and information commu- 
nication technologies. “The definition of pilot is 
nebulous, State Bank of India (SBI) pegs a two- 
million account project as a pilot while Indian 
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Bank of India 
reaffirms its 
unique position 


(Q2 Net Profit 
surges 79.53 % 


H1 Net Profit 
soars 79.05 % 
























v aes USER dirt F SE 
Operating Profit 840 1215 
Net Profit 425 763 
Net Interest Income 986 1363 
| Net Interest Margin 3.04% 3.20% 
[57^ Total Total 
| ; Other Income 528 650 
Deposits " x -— -— Advances 
Rs.164246 cr ANATOR ASSO ada iind Rs.129314 cr 
: Return on Equity 28.20% 31.88% 
Í l | 0 
1M EPS (Rs..) (not annualised) 8.73 14.53 35% 
Book value per Share (Rs.) 127.92 189.24 
Gross NPA 2.07% 1.53% 
Net NPA 0.75% 0.48% 
Provision Coverage 74.10% 80.89% 
CRAR 12.57% 12.26% 
(Basel |) (Basel I!) 


sh Sua C Relationships beyond banking. 





Visit us at www.bankofindia.co.in 


SMS "BOI <city>" to 57575 e.g. "BOI Mumbai". Call: 022 4091 9191. ATM Help line : 1800 425 1112 
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Bank targets one million accounts and Oriental 
Bank of Commerce aims for 500,000 accounts,” 
says Manish Khera, CEO of FINO, a multi-bank 
promoted technology company. "Banks will never 
forgo so many customers after acquiring them” 
The costs banks have to bear while providing 
such services cannot be ignored. For instance, in 
the case of Canara Bank, the cost of opening a no- 
frills account was Rs 48, and each transaction Rs 
1,012. So, the break-even average deposit level re- 
quired was Rs 1,911 (for 12 transactions a year). 
The average balance at Canara Bank was esti- 
mated at Rs 528 — less than half of break-even. 
“Viability will be driven by volume,” says 
Shyamal Acharya, chief general manager-rural 
banking, SBI who plan to break even by 31 
March 2009 with 4 million accounts. "That de- 
pends on product development and marketing. 
The focus has to be on the BCBF model, which 
not only provides the last leg for delivery but is a 
great marketer" SBI has tied up with business 
facilitator (BF) ITC's e-chaupal initiative to 
identify and provide crop loans in rural India. 


The Proof Of The Pudding... 

"The difference between the earlier efforts of fi- 
nancial inclusion, like setting up RRBs, and the 
current ones is primarily the customisation of 
products and adoption of technology,’ says Deepak 
Thakur of Frost & Sullivan. BCs, such as Seva of 
Mumbai-based Atom Technologies, are primarily 
set up by technology companies to go into villages, 





E inclusive growth 


far from bank branches and provide a window for 
banking services (currently just no-frill savings ac- 
count and recurring deposit schemes). They use 
devices that connect to the banks' servers using a 
telecom network. The correspondents know the 
villagers and trust becomes the collateral. 

“It didn't make sense to spend a day travelling 
to a bank and losing a day's wage,” says 48-year- 
old Vidhyadhar Rao, the owner of halfa hectare of 
farm land, 40 km from Pune. Now he accesses his 
account through a device, operated by the BC, 
that recognises him by his fingerprint and tells 
him about his transaction details in Hindi. 

The BCs provide hardware, software and net- 
working technologies and maintenance, the asso- 
ciated banks a fee depending on volumes. Axis 
Bank, ICICI Bank, UBI, amongst others have par- 
ticipated in such initiatives. HDFC started the 
first Common Service Centre in Jharkhand where 
apart from the services of a 'human ATM; people 
can avail information on e-governance, education 
and agriculture. "The business becomes viable 
when you stop looking at it as just bank accounts,’ 
says Sonjoy Mohanty, CEO of A Little World, 
Mumbai-based BC to over 24 banks. 





Asin The Bating 
Such participation has led to the creation of 
nearly 16 million such accounts. But banks ad- 
mit that just 15 per cent of these accounts are 
actively used. Many state governments, how- 
ever, have tried to actively induce by disbursing 
social security benefits under National Rural 
Employment Gurantee Act (NREGA) electron- 
ically. But it is not easy: a survey conducted by 
Max New York Life and National Council of Ap- 
plied Economic Research (NCAER) indicated 
that as much as 41.7 per cent of the rural popu- 
lation preferred to keep their savings at home. 
That situation persists for a variety of reasons. 
According to the World Bank's Global Develop- 
ment Finance 2008 annual report, limited liter- 
acy and the belief that banks are not interested in 
their interests has led to self-exclusion for many of 
thelow-income groups. On its part, the RBI's Pro- 
ject Financial Literacy disseminates information 
through pamphlets and brochures and a 13-lan- 
guage website targeted at backward groups. 
However, to really exploit the potential of these 
markets, banks will have to promote their prod- 
ucts and services through local communities as 
well. The most effective marketing campaigns — 
according to the Boston Consulting Groups 2007 _ 
report, The Next Billion Banking Customers — _ 
will have to include equal parts of education and 
sales pitch. To include their next customers, bank 
will have to access them, and be accessible. 
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by jairaj purandare & partha ghosh 





2009 could 
be a defining 
phase for 
the banking 
industry as 
it is likely to 
be opened 
up further 


THE CURRENT ‘TSUNAMI IN THE FINANCIAL SECTOR 
triggered by the subprime crisis has had a telling 
impact on the global economy from which it will 
take some time for the economy to recover. All 
major developed economies have had to take ex- 
ceptional measures to pre-empt systemic risks 
emanating from weakened banks, and have re- 
capitalised them or provided additional lines of 
liquidity. But between yesterday's regret and to- 
morrow's hope is today's opportunity. 

The role ofthe banking sector will be vital for 
India if it were to stay as one of the fastest grow- 
ing economies. Our study, ‘Banking in 2050’, 
shows that the structure of global banking will 
undergo a complete realignment with the E7 
(Brazil, Russia, India, China, Indonesia, Mexico 
and Turkey) driving growth. 

ll Over the next 25 years, banking sectors will 
grow much faster than these countries’ GDP. 

li Total domestic credit in the E7 is likely to ex- 
ceed those of G7 countries in the next 40 years. 
Bi India is likely to emerge as the third-largest 
domestic banking market by 2040, and could 
even grow faster than China. 

For the Indian banking industry, 2009 may 
bea defining phase as it is likely to be opened up 
further. With the entry of some ofthe remaining 
banking behemoths, players may emerge not 
only larger in size, but technologically more ad- 
vanced and with a stronger capital base. After 
the collapse of independent investment banks 
(i-banks) and the destructive results of highly 
leveraged banking models, the debate has now 
veered towards consolidation and more regula- 
tion. In fact, the few surviving i-banks in the US 
have reconciled to working within greater regu- 
lation and heightened capital adequacy ratios. 

In India, government-owned banks channel 
about 70 per cent ofthe net savings ofthe econ- 
omy into government- and state-owned enter- 
prises, and finance a huge budget deficit of 
about 9 per cent of GDP. Reducing the govern- 
ment's dependence on these funds would re- 
quire a change in the way the banking sector 
thinks and looks at itself, moving towards par- 
ticipating more formally in financial inclusion. 

Currently, local banks have a long way to go in 
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bringing the unbanked areas within the bank- 
ing fold. As competitive intensity hots up and 
ripples from international competition touch 
the Indian shores in search of ‘virgin’ markets, 
banks will have to revisit their cost models. 
Some estimates indicate that the lack of finan- 
cial inclusion from the banking system reduces 
potential GDP by nearly 1.5 per cent. 

Cost control in tandem with efficient use of 
resources and increase in productivity will de- 
termine the winners and laggards. Outsourcing 
of non-strategic functions such as collections, 
IT infrastructure management and post-sales 
customer support will help banks reduce cost 
and concentrate more on client relationships. 

As per the Planning Commission’s India 'Vi- 
sion 2020’ document, the growth of banking is 
likely to be more qualitative than quantitative. 
While reliance on borrowed funds has in- 
creased for many of the global banks, the pace 
of deposit growth among local banks over the 
last couple of years has been encouraging. But it 
needs to be sustained with constant monitoring 
of quality of the deposit base. 

The present trend shows a strong shift 
among younger consumers from traditional 
branch-banking to alternate channels. Elec- 
tronic delivery channels, such as the internet, 
ATMs and phones, have emerged as effective 
channels for distribution of products and serv- 
ices. Branches though will continue to be used 
more for cross-selling products and managing 
client relationship. The business challenge 
would be to ensure continuous compliance with 
cyber laws and other regulatory directives. 

Our regulatory structure and self-regulatory 
mechanisms have ensured that the Indian fi- 
nancial system continuously improves; it has 
also helped build an environment that can 
withstand shocks. Corporate governance is al- 
ready on the top of CEOs’ agenda, and will be 
watched keenly if it is making banking institu- 
tions safer, sounder and more capital-efficient. 

Vision without action is a dream. Action with- 
out vision is simply passing time. The most suc- 
cessful institutions will be those that combine 
visionary technology with competitive pricing 
and build strong relationships and brands based 
on trust, transparency and collaboration. 





Jairaj Purandare is senior executive director 
and country leader-financial services, PwC: 
Partha Ghosh is partner and banking & 
capital markets leader, PwC 
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Visiontek 91 ePOS Transaction 
Terminals ensure secure payment 
transactions for the increasing 
popularity of card payments. 91 ePOS 
is the first product designed and 
manufactured in India by Linkwell 
Telesystems to qualify for the PCI PIN Entry 
Device Security Standards applicable for online 
and offline card based payment transactions. 
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91 ePOS 


Ergonomic design 
Large bright graphic display 
Integrated thermal graphic printer with clam shell" design 


Features Built-in magnetic swipe card and smart card reader 


RS 232 / USB device / USB host* 
User friendly SDK & other utilities 
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Feeling The 
Winter Chill 


Marginal 
cuts in pro- 
perty rates 
have failed 
to move the 
market 


HARD HIT: 

Projects across 
Mumbai have slowed 
down or stalled 





by Gurbir Singh 


JET AIRWAYS, WHICH HAD BID SUCCESSFULLY FOR A 
prized Bandra-Kurla Complex (BKC) plot in 
Mumbai for a whopping Rs 826 crore, has 
walked away from the deal. Jet was intending to 
build its corporate headquarters there, but the 
Rs 23,000-per sq. ft tag for development rights 
of the complex made the company realise that 
discretion was the better part of valour. Offi- 
cially, Jet has sought an extension of the pay- 
ment deadline from the Mumbai Metropolitan 
Region Development Authority (MMRDA) 
overseeing the corporate enclave, but few doubt 
that the deal is dead as a dodo. An email query 
to Jet Airways failed to elicit any response. 

Earlier, Citra Developers, a 100 per cent sub- 
sidiary of Indiabulls Real Estate, withdrew its 
Rs 676-crore bid for the 134-acre PAL-Peugeot 
land in the Dombivli-Kalyan region, about 100 
km outside Mumbai. Citra had acquired the 
land in a Bombay High Court organised auction 
in April this year. 


These instances highlight the current flavour of 


Pgd real estate 


the property market. Builders are walking away 
from deals inked earlier, while poor Diwali sales 
have put paid to expectations that festival season 
buying would shore up the crashing market. Re- 
alty stocks also took the worst beating in the 
stockmarkets (see ‘Crumbling Value’ on page 86). 
“Builders are bowing out to limit their expo- 
sure and cut losses” says Akshaya Kumar, man- 
aging director of broking company Parklane 
Properties. But the ones who are stuck with 
land they picked up when property prices had 
peaked are under extreme stress. For instance, 
BKC's most expensive auction last November 
sold a less-than-2 acre plot for Rs 831 crore to 
Wadhwa Developers, an unbelievable Rs 
46,800 per sq ft. Can these developers make a 
business of these deals or will they go belly-up? 
Vijay Wadhwa, chief promoter of the group, 
puts up a brave face. “The Maharashtra chief 
minister has accepted our demand to increase 
FSI from 2.0 to 4.0 in BKC. (FSI or floor-space 
index is the built up area allowed in proportion 
to the plot size.) This will double the commer- 
cial space we can exploit.” Yet the reality is that 
“lease rentals in the BKC have fallen to Rs 200 
per sq. ft per month”, says Pranay Vakil, chair- 
man of broking house Knight Frank India. 
Meanwhile, defaults by developers are piling 
up and the queue of unpaid suppliers and con- 
tractors is lengthening. “Every builder in BKC 
owes me money. Wadhwa Developers have Rs 8 
crore pending,” says Navin Keswani, managing 
director of Aluplex, India’s largest supplier of 
glass-cladding and facade engineering. Wad- 


F1 was never just a sport for its avid 

watchers in the country; it is a religion, a 
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And now they will get a first-hand experience of 
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hwa, on the other hand, says Keswani had de- 
layed his Platina project in BKC, which dealt 
him a Rs 200-crore loss. 





Dade had Ed Diwali and the festival 
season would turn their fortunes, Many of them 
had borrowed funds at very high interest rates 
— ranging from 20-36 per cent — to complete 
projects in time for Diwali or to service previous 


debt. But very few sales have been reported. 


"The customer is holding out perceiving a 
further fall in the property market," says Ashok 
Gupta, legal head of the diversified property 
company Housing Development and Infra- 
structure (HDIL). "Interest rates are still high 
despite the RBI rollback. ICICI Bank has even 
increased its lending rate” 

In Delhi and the NCR region too, Diwali sales 
were poor. "There were few upfront price cuts, 
though brokers were passing on some rebates 
on the sly to home buyers,” says Anshuman 
Magazine, CEO of property consultant CB 
Richard Ellis. 

Kumar Gera, chairman of the Confederation 
of Real Estate & Developers Associations of In- 
dia (CREDAD, and a leading Pune-based 


% fall fram | 


real estate 


builder, says there were no all-India figures 
available on the market slowdown, but esti- 
mates — going by fresh registrations with the 
Pune Municipal Corporation — indicate that 
there has been a 30 per cent decline in fresh 
supply of constructed homes compared to the 


beginning of the year. 


This, despite disguised Diwali rebates such as 
waivers on stamp duty and registration fees or 
free parking space. J.P. Industries offered free 
BMWs or Skoda Fabias with its villas in Gur- 
gaon depending on the size. Very few have di- 
rectly cut prices. Orbit Corporation and Wad- 
hwa Developers have both offered 10-15 per 
cent rebate for their Mumbai projects, but that 
is perceived to be a marginal cut. 

“There is no substantial cut in the builders’ 
rate cards,” says Arvind Pahwa, managing di- 
rector of JP Morgan Asset Management Real 
Estate. “There is some reduction, but consider- 
ing prices have gone up 300 per cent over three 
years, this is not good enough,’ he adds. 

Banks, facing defaults from builders, have also 
been chiding them for not slashing prices. O.P. 
Bhatt, chairman of India’s largest bank, State 
Bank of India, says the real estate markets had to 
head southwards as people cannot make their 
mortgage payments anymore. “We may witness 
up to a 50 per cent correction,” he predicted at a 
Ficci-IBA Banking Conference last week. 





Some buildeis have taken the cue and are plan- 
ning lower prices to move sales. A developerthat 
has several hundred ready residential homes in 
central Mumbai, disclosed Vakil, has decided to 
let the broking house do a price discovery and 
market his project, after witnessing virtually no 
sales for several months. “We will open sales for . 
the residential project at Rs 11,000 a sq. ft in two 
weeks in a locality that has seen a Rs 27,000- 
30,000 per sq. ft market. This will get the mar- 
ket going and hopefully put pressure on others 
to cut prices, he says. 

But the withdrawal symptoms, as of now, are 
quite severe. With the collapse of major FIIs 
such as Lehman Brothers and Wachovia Bank, 
the flow of funds to realty projects has stopped. 
Private equity investments in real estate fell 
from Rs 7,100 crore in the third quarter of 
2007-2008 to Rs 6,830 crore in the six month- 
period ended 30 June, 2008. The decline in 
subsequent quarters could be sharper. | 

How long will the downturn last? “Probably | 
another 18 months till supply dries up. Then 
buying volumes will swell, but at lower prices," 
predicts JP Morgans Pahwa. 
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OPEN SCIENCE HELPS CARS SHED POUNDS. 


Open Science uses the power of collaboration to do extraordinary things. Vehicle 
emissions have been blamed for up to 75% of CO, emissions globally. Making cars 
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develop engineering polymers resins that will drive down vehicle weight and improve 
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people everywhere. Learn more at dupont.com/openscience GUPI 
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Driving On 
The Bend 


Sale of 
used trucks 
slump 

with the 
economic 
downslide 


NO OPTIONS: The 
hardest hit in the slow- 
ing economy are the 
small truck owners 


by Vishal Krishna 


UMESH DEOKAR, A SMALL TRANSPORTER BASED IN 
the outskirts of Pune, waits for a cargo operator 
to attach his lorry to carry goods. “There is no 
cargo these days,” he says. “I transport onions 
from villages to cities such as Nashik and Mum- 
bai. But it does not bring me enough money.” 
Last year was a different story, he says, when 
transporting auto parts around the Pune region 
fetched him “a lot of cash”. Now, Deokar wants 


to sell one of his two 16-tonne trucks to pay back 


the loan on the truck he purchased more re- 
cently. But Deokar is yet to find a buyer. 

Small operators buy used trucks when cargo 
movements are swift, as they are in a growing 
economy. When the economy slows down, they 
exit early by selling out their capacity. “Unfortu- 
nately, used-truck owners are finding it difficult 
to sell their vehicles,” says Ramandeep Singh, 


oQ 





owner ofthe 200-truck Okara Roadways enter- 
prise in Delhi, which works with small truckers. 
In fact, large truckers have a marginal role to 
play in the Indian road cargo sector. It is small 
businesses such as Deokars, turned sluggish by 
the ongoing economic slowdown, that add up to 
95 per cent of Indias transport business. 

Data collected from the Society of Indian Au- 
tomobile Manufacturers (SIAM) shows a 32 
per cent decline in commercial vehicle sales in 
September 2008 when compared to September 
2007 (see ‘Performance Downfall’ on page 90). 
Meanwhile, the slowdown affecting small 
truckers is captured in the data provided by 
Crisil (see ‘Not Quite Profitable on page 90’). 
The fall in sales of commercial vehicles suggests 
a slowdown in India's industrial GDP, which 
Crisil projects at only 7.5 per cent this year. 


Financiers such as Shriram Truck Finance 
(STFL) agree there will be a slowdown in fi- 
nancing between October and November. 
However, they believe the slowdown in financ- 
ing pertains only to new commercial vehicles, 
and not to used-trucks sales, which make up 75 
per cent of their business. "The small guys are 
the ones who run the economy and there will be 
a demand for used trucks,” says R. Sridhar, 
managing director of STFL. “But it will not be 
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Sale of trucks depends on industrial growth 
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Truck salesi in September 2008 were lower than the same month in 2007 
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as high as we anticipate, for a few months, be- 
cause drivers have delayed purchases.” He says 
small operators have stayed away from pur- 
chasing trucks because their cargo movement 
has fallen, and interest rates have risen by 3 per 
cent this quarter. Sources in STFL say that lend- 
ing to the used-truck segment is based on the 
number of times the vehicle had changed 
hands, the miles it had run, and its age. “We are 
lending on at least 30,000 vehicles every month 
for the past few months,” says Sridhar. 

To counter the cash crunch, some small oper- 
ators are already dismantling serviceable parts 
in their used trucks and selling them to opera- 
tors who run newer trucks. With this, at least 
partial liquidation of old assets is achieved with 
greater ease than warranted by a conventional 
resale under the present circumstances. Buyers 
of such parts save money on maintenance and 
have enough left to pay off loan installments on 
their newer trucks. 

In the first week of November, the interest 
rate charged by finance companies went up to 
25 per cent in contrast to the 15-16 per cent rate 
charged by banks. Since there is no cohesive 
transport policy, small truckers ride high by 


borrowing for more trucks during exuberant’ 


times. But when they run out of work, they stop 
repaying loans. 


GRAPHIC: SATKAR J. YONZON 


Only larger transport operators will be able to 
offer better cargo solutions and compete with 
freight margins as they handle higher volumes. 
A further slowdown in trade and lending would 
make the recovery of loans difficult. With parts 
of trucks being sold by operators, truck finance 
companies would be sitting on dead assets. 


Truckonomics 

Meanwhile, freight rates between Delhi and 
Mumbai, standing at Rs 2,056 per tonne in 
end-October, have risen 5 per cent from Sep- 
tember. “I am not buying new vehicles because I 
cannot put in 45 per cent of the principal 
money, says Mallesh Dangar, an operator who 
owns two trucks in suburban Mumbai's 
Bhandup. “Finance companies have reduced 
their loan contribution.” Dangar adds that he 
cannot sustain his business unless his broker 
gets him work outsourced by big transport 
companies. The only alternative to that would 
be to wait for an upswing in industrial activity, 
or work for agri mandis. 

“There has been a slowdown in mining, steel 
and iron ore industries,” says Ashutosh Goel, 
analyst with financial services firm Edelweiss, 
in Mumbai. “These segments depend heavily on 
trucks.” He says the sale of commercial vehicles 
will continue to fall this year. 

Commercial vehicle manufacturers such as 
Tata Motors, Ashok Leyland and Eicher Motors 
declined to comment on their rising inventory 
levels. “Companies are slowing down by cutting 
production by 50 per cent,’ says Piyush Parag of 
Religare Securities, in Mumbai. Only when in- 
terest rates come down will people buy new 
commercial vehicles. 

“The small operator understands that finance 
is not easy to come by and that there is no cargo 
out there for him, so he is staying away from 
buying trucks,” says Sunny Shah, a truck driver 
and used-truck dealer in Pune. Shah has one of 
his own trucks, a 16-tonne Ashok Leyland, dis- 
played on a website that sells used vehicles. “I 
have not been able to find a buyer for the past 
five months,” he laments. “I hoped the internet 
would help me find a buyer, but the slowdown 
has rendered it a waste, too.” 

Nevertheless, “although truckers are keeping 
away from buying new and used trucks, they are 
not trying to save on cost by overloading single 
vehicles to keep their business running,” says 
N.R. Narayanan, group business head of vehicle 
finance at ICICI Bank, in Mumbai. Overloading 
is a violation as per a 2005 Supreme Court or- 
der. For now, small truckers are only guilty of 
trying to survive. 
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A cervical 
cancer 
vaccine 
may find 
the going 
tough 





IT IS NOT EVERY DAY THAT YOU GET A VACCINE TO 
prevent cancer. On 15 October, India got its first 
— Gardasil from Merck & Co., the US’s third- 
largest drug maker, two years after its US launch 
— for cervical cancer, or cancer of the lower part 
of the uterus, the cervix. Cervical cancer is often 
caused by the human papillomavirus (HPV) 
which a woman contracts through sexual inter- 
course with an infected male. Globally, it kills 
nearly 300,000 women every year, according to 
the International Agency for Research on Can- 
cer. India, where cervical cancer occurs more than 
any other form of cancer in women including 
breast cancer, accounts for 27 per cent of that. 

Gardasil targets two strains of HPV, 16 and 
18, that cause 70 per cent of cervical 
cancers. It also targets two other 
strains — 6 and 11 — that can cause 
genital warts. "Cervical cancer is a 
preventable disease," 
says C.N. Purandare, 
secretary-general of 
Mumbai-based Fed- 
eration of Obstetric 
and Gynaecological Societies of 
India. “A vaccine can effectively 
do so if given at the right age.” 

For Merck's Gurgaon-based 
Indian subsidiary MSD Pharma- 
ceuticals, Gardasil is the trump 
card that it hopes will make it 
No. 1 in vaccines in India by 
2013. It is also about saving 
countless lives. “This is about 
protecting every possible woman 
from a horrible, lethal disease," 
says Naveen Rao, managing di- 
rector of MSD. But that might be 
easier said than done. 


SUBHABRATA DAS 


BREAKTHROUGH 
SHOT: (left) Naveen 
Rao of MSD 
Pharmaceuticals 
hopes that Gardasil 
will help it become 
the market leader in 


PE pharmaceuticals 


Going For 


A Long Shot 


by Gauri Kamath 


The Uphill Climb 
Doctors say  Gardasil 
should ideally be given 
before a woman's sexual 
debut — before she is 
exposed to the HPV. 
Women with many sex- 
ual partners are at 
greater risk of being 
infected but the vac- 
cine is approved for all 
women between nine and 26 years of age. In 
India, the optimum age to immunise would be 
between 11 and 18, say doctors. But that means 
convincing their mothers, many of whom don't 
know about the disease or would not imagine 
their daughters' indulgence in high-risk behav- 
iour. "The biggest problem is apathy,” says An- 
jana Narain, director of vaccines at MSD. Be- 
sides, many Indians also harbour a suspicion of 
all new vaccines beyond those mandated by the 
Indian government, such as for polio or tetanus. 
There is also the price factor. Gardasil, in 
spite of being tagged at a fraction of its price in 
the American market, is steep for many Indians 
— a three-syringe regimen costs Rs 8,400. It 
also offers no protection against cervical cancer 
caused by HPV strains other than 
the ones it targets, or by factors 
other than HPV. Sure, many afflu- 
ent and upper middle class women 
might think it is a price worth pay- 
ing, but it is anyone's guess how 
many women that might be. 
Hemant Tongaonkar, head of 
the department of gynaecology 
and urology at Mumbai's Tata Memorial Hospi- 
tal, a reputed cancer centre, says if he had a 
daughter, he would definitely vaccinate her, 
since *social behaviour among the young is 
changing". Yet, if the vaccine really has to reach 
“where it matters”, the price has to be lower, he 
adds, pointing out that it is usually women from 
the lower socio-economic class and rural areas 
who are affected. For his part, MSD's Rao in- 
sists this is not just about the paying class. “This 
is about every woman,’ he says. So how does 
MSD reach every woman? 


vaccines 


Partnering Government 
Work on that began in 2005. MSD and the In- 
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Unchanging values...in changing times 


T. year was 1887. One man dared to dream 
of creating a better future for himself and his 
people. Armed with courage, determination 
and foresight, he set up a trading venture. 
What began as a one-service enterprise soon 
evolved into a multi-disciplinary, multi- 


faceted conglomerate. 


Today, The Muthoot Group is one 
of the largest financial groups of its 
kind in the country with business interests 
in multiple domains such as Financial 
Services, Wealth Management, Money 
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Finance, Media, Information Technology, 
Healthcare, Housing & Infrastructure, 
Education, Power Generation, Leisure & 
Hospitality, Plantations & Estates, Travel 


Services and Precious Metals. 
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| 
Sri M George Muthoot | 
Founder Chairman (1911-1993) 


" Let us not judge ourselves by the profit we 


make but by the trust and the confidence 





that people have in us. Let us cherish and | 
nurture that trust and ensure that every 


person who deals with us deals with the 





confidence that he will not be misguided but | 
his interests will be carefully protected." | 
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Special Promotion 





Front row (L to R): George Jacob Muthoot (Joint MD), 
George Thomas Muthoot (Joint MD), George Alexander Muthoot (MD) 
Back row: M. G. George Muthoot (Chairman) 


With a network of over 1000 offices, more 
than 8,500 employees and over 250 million 
satisfied customers across the nation, The 
Muthoot Group has served its customers with 
honesty, integrity and determination, while 
blazing trails in new avenues of business. It 
has emerged as a trusted friend, achieving 
tremendous recognition for the sheer number 
of lives it has touched and helped prosper over 


the years. 


Thus, a journey of 121 years, of trust 
and tradition, of accomplishments and 
achievements continues to inspire and show 
the guiding light to thousands every day, and 
this trend is set to continue in the times 


to come. 
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BEING CAUTIOUS: 
Cancer Patients Aid 
Association chairman 
Yogendra Sapru claims 
that there is insufficient 
data available on 
Gardasil's efficacy in 
the long run 





dian Council of Medical Research (ICMR) have 
been in discussions to collaborate on Indian tri- 
als that could be a precursor to selling the vaccine 
to the government at a negotiated price against 
assured volumes. Globally, Merck and rival 
GlaxoSmithKline (GSK) of the UK, which mar- 
kets Gardasil's competitor Cervarix, are working 
with governments to bring down prices of the 
vaccines for mass use. Cervarix, slated for 
launch in India in 2009, is the subject of a dif- 
ferent ICMR project with an aid organisation. 

“It is the right step as it saves a lot of pain and 
money (on treatment) later; says Sujay Shetty, 
associate director at consultancy Pricewater- 
houseCoopers in Mumbai. Besides, he adds, 
governments are globally the biggest vaccine 
buyers and access to that market is important. 

But the vaccine has detractors. "We are 
against the large-scale use ofthe cervical cancer 
vaccine in India,” says Yogendra Sapru, chair- 
man of Mumbai-based Cancer Patients Aid As- 
sociation (CPAA), which is known for its ac- 
tivism — it opposed Swiss firm Novartis' Indian 
patent on cancer drug Glivec. Sapru claims 
there isn't “sufficient data on the vaccine's effi- 
cacy in the long term". 

The vaccine is recommended to young girls, 
but cervical cancer strikes women mostly in 
their 40s and 50s. While a woman might be 
HPV-infected in her teens or 20s, the virus is 
mostly fought off by the immune system. But 
there are times when it may combine over sev- 
eral years with other factors such as low immu- 
nity, poor sexual hygiene and multiple deliver- 
ies at close intervals to cause cancer. 

Sapru claims that since both cervical cancer 
vaccines have been studied for under 10 years, 
one cannot be sure that they immunise women, 
inoculated in their teens, well into their 40s and 
50s. Nor could one know their long-term side 


effects. CPAA plans to oppose 
the Gardasil trial. Sapru also 
echoes concerns that have been 
raised in western markets 
about these vaccines' cost-ef- 
fectiveness to the healthcare 
system, a question that India, 
with its limited healthcare 
spending, and many needy 
causes, may soon face. 


No Concern 

But Kishore Chaudhry, a sen- 
ior scientist at ICMR, says 
there are *no concerns" about 
the safety and efficacy of Gar- 
dasil. For one, he says, there 
are ways in which trial data 
can be extrapolated to predict 
long-term efficacy. Two, even now the company 
is following up with women who have been im- 
munised during the trial. 

Doctors back this view. Y.K. Amdekar , a con- 
sultant paediatrician at Jaslok Hospital in 
Mumbai, and former president of the Indian 
Academy of Paediatrics, says Gardasil has been 
tested using predictive mathematical models 
much like other vaccines such as the hepatitis B 
or mumps-measles-rubella (MMR) vaccines dis- 
covered two decades ago. A clear answer to how 
long protection lasts has been evident with these 
other vaccines only in the past few years, he says. 

But that is no reason to not have given them 
thus far, he says, since they did protect children 
for a considerable period of time. “Should we let 
women keep dying of cervical cancer or should 
we give the vaccine and follow up?" he asks. 
"The options are stark." 

An MSD statement says that the vaccine, in 
trials, demonstrated “the hallmark of long-last- 
ing protection". A spokesman for rival GSK in 
Mumbai says Cervarix had been estimated to 
provide "lasting protection for over 50 years". 

Itis still unclear whether the government will 
eventually buy the vaccine for widespread use. 
The purpose of the trial is to “understand the 
immunogenicity pattern in a large sample of In- 
dian women and side effects if any, says 
Chaudhry. As to any purchase decision, the gov- 
ernment would "see ifthat was the right thing to 
do", he says. Chaudhry could not set a time 
frame for the trial. 

It is doubtless a leg up for medical research 
that there is even a cancer vaccine on the mar- 
ket whose merits and demerits are being argued 
across the world. Whether India wants it or not, 
that is for Indians to decide. 
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BIG LEAP: Reliance 
Petroleum at Jamnagar 
has proved that India 
can build large-scale 
manufacturing projects 


Scale-led 
growth 
must oust 
demand- 
lagged 
production 


manutacturine 


49 OME Indian policymakers like to boast 
€ about how the country has escaped the 
~a worst of the subprime crisis. In truth, it 
Y wasn't good regulation or management 
“ that saved India's skin. It was the fact 
that poor policies have kept Indian banks in sta- 
sis, and thus prevented them from the same 
misadventures that trapped western bankers. 
Now, a similar irony faces the manufacturing 
sector. Poor labour and licensing policies have 
restricted Indian manufacturing from growing. 
The sub-optimal scale of most local manufac- 
turing firms has prevented the sector from get- 
ting integrated into the global supply chain and 
that has insulated it from the global financial 
disorder. Yet, scale is precisely what India Inc. 
needs to escape the high costs India is trapped 
into living with, and to create the 50 million jobs 
the country's growing population will demand 
over the next decade. If India has to cater to its 
domestic demand in the next decade, local pro- 
ducers will need to change their demand-lagged 
to manufacturing scale-led manufacturing. Or 


09 





Now, Ihe World Is 


else, even domestic consumption will be cap- 
tured by large scale imports. 

For nearly four decades since Independence, 
Indian manufacturing was a victim of insuffi- 
cient local demand of a poor country (LG pro- 
duces 4 million units a year versus the average 
scale of 10 million of a Chinese plant). Low do- 
mestic demand created a chicken and egg situa- 
tion of high import duties to protect the domes- 
tic manufacturers, high taxation to fund the 
exchequer and archaic labour regulations and 
sub-standard infrastructure. 

But with the domestic demand growing in the 
last decade, the question is: to build up their 
scale to global standards, which products must 
India produce at very large scale and which 
products must they stay away from? Venturing 
into areas such as toy manufacturing or semi- 
conductors would be inviting debacle because 
Chinese and Taiwanese companies have already 
built the world’s biggest capacities in these. 

“There are very few sectors where you can say 
India is not the place to manufacture,” says 


24 NOVEMBER 2008 WÜ BUSINESSWORLD 


= sqa 


u$ $ ee 








McKinsey’s Ramesh Mangaleswaran. “Indian 
entrepreneurs are unlikely to go for highly 
labour-intensive projects,” he says. Indeed, with 
projects such as the world’s largest greenfield 
refinery by Reliance Petroleum at Jamnagar, 
some manufacturers have proved they can build 
scale in India. Yet, India should handpick areas 
in which it will build scale. 

One such area is mobile handset manufactur- 
ing. Driven by a domestic annual demand of 
over 120 million units, manufacturers such as 
Nokia, Motorola, LG and Samsung are setting 
up handset-making capacities here that will 
take India’s share of global handset manufac- 
turing from under 5 per cent to over 10 per cent. 

Another sector where this is beginning to hap- 
pen is small car manufacturing. Domestic de- 
mand for over 1 million small cars annually is 
helping India emerge as the global hub for small 
car production. Tata Motors’ Nano, Honda's 
Jazz and Toyota and Volkswagen’s new small 
cars will truly establish India at the pinnacle of 
small car manufacturing with nearly 2 million 


ur Stage 


by Rajeev Dubey 


additional capacity. But all these are areas where 
manufacturing has barely kept pace with de- 
mand. To capture a share of the world markets, 
local manufacturing must grow exponentially. 
True integration will entail at least half to three- 
fourth of production for the world markets. 

India should identify areas that could convert 
the country into a manufacturing powerhouse. 
Which is why Moser Baer's 1-GW solar photo- 
voltaic cell manufacturing capacity and Tata BP 
Solar’s 600-MW capacity are unique examples. 

All this will have to be backed by an environ- 
ment that would encourage building of large 
scale in manufacturing. First, restrictive labour 
laws must give way to business-friendly laws. 
Another hurdle is the mindset of people. "Our 
labour has to tune itselfto the Korean or Chinese 
discipline," says Sanjay Arora, LG's vice-presi- 
dent of manufacturing. Second, the government 
too must facilitate rapid movement of goods by 
building world-scale infrastructure. India needs 
to build islands of infrastructure excellence such 
as the Delhi-Mumbai high-speed rail corridor 
which can then become the benchmarks for the 
stalled ones. So far, the Delhi-Mumbai corridor 
proposal has been a victim of the bureaucracy. 

M.M. Singh, managing execu- 
tive officer production at Maruti 
Udyog says, "the pace of logistics 
and transport infrastructure 
must match the growth of the 
industry." Other dream policies 
such as development of China- 
style SEZs have come to nought 
and nearly all large power proj- 
ects are stuck in regulatory 
clearances. Then, the tax burden on manufac- 
turing, which is 25-27 per cent now, needs to 
come to a more competitive level of 15-17 per 
cent like it is in China. 

But Indian manufacturers have to ensure 
that they don't fall into the usual trap of large- 
scale manufacturing: those focused on scale of- 
ten get wedded to specific products, affecting 
nimbleness. There are few things more danger- 
ous in manufacturing than sloth, as carmakers 
General Motors and Ford Motor Company are 
realising. “Large-scale manufacturing driven by 
economies of scale isn’t the only model of man- 
ufacturing competitiveness,” says Pricewater- 
houseCooper’s executive director Ravi 
Bhamidipati. “The only value in scale from the 
manufacturing point of view is cost,’ says 
Bhamidipati. Experts such as him, in fact, 
favour a hybrid model of mid-level scale as well 
as variety of products to keep the organisation 
nimble enough for change. 
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New energy 
in India 

is trapped 
in cost 

and policy 
issues 


NO LOCAL SHOW: 
Suzlon makes most of 
its profits abroad 


Far From A 











ean Sweep 


by Pierre Mario Fitter 


ILLIONS of rural Indians have 
never experienced how electricity 
can change their lives. So, their life 
grinds to a halt as soon as the sun 
sets. But providing power to the vil- 
lages would mean more coal-burning by power 
plants that already emit more than 50 per cent 
of India's climate change-causing carbon emis- 
sions. The dilemma: how do you bring power to 
Indias villages without causing long-term envi- 
ronmen-tal damage? 

The solution could lie in decentralised gener- 
ation of renewable energy. Says Atul Asthana, 
an independent green technology consultant in 
Delhi. “If we can put a 5 to 20 watt CFL (com- 
pact fluorescent lamp) bulb that is charged by a 
solar panel in every rural home, then rural Indi- 
ans can have three or four more hours of light to 
add value to our GDP.” 

In addition, says Anurag Mathur, a fellow 











green consultant, "You are developing the re- 
newable energy industry and lighting industry 
and providing employment to lakhs of people" 

And the good economics does not end at job 
creation. Take for example, a solar powered 
lantern that costs roughly Rs 3,000. The En- 
ergy and Resources Institute which plans to 
distribute approximately 200 million such so- 
lar lamps through its Light a billion lives cam- 
paign estimates that one solar lantern can dis- 
place the use of roughly 550 litres of kerosene 
that is used in most traditional lanterns in In- 
dia. With kerosene prices at around Rs 10 per 
litre, poor Indian families can save as much as 
Rs 5,500. This is almost double the cost of the 
solar lamp. 

And, in the long run, it is cheaper than coal 
too. When compared to incandescent bulbs 
drawing power from the grid, Teri says a solar 
lantern saves roughly 180-200 kwh of electric- 
ity each year. With one unit ofelectricity costing 
Rs 2.5, a user can recover the cost within six 
years — and continue saving money for the re- 
mainder ofthe solar lantern's 10-year life-cycle 

So far, India's ministry of new and renewable 
energy (MNRE) has ‘electrified’ some 4,000 vil- 
lages using renewable energy systems such as 
solar lanterns, wind or biomass. Yet, renewable 
energy in all its forms accounts for less than 9 
per cent of India’s energy supply, despite India 
having an official government body studying re- 
newable energy since 1981. “In Germany, the 
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share of renewable energy in 1998 was 4.2 per 
cent. It grew to 14.2 per cent by 2007,” says K. 
Subramanya the CEO of Tata BP Solar. This is 
why companies like Tata BP Solar or Suzlon 
make most of their profits abroad. 
Subramanya says there are several reasons 
for this. “In the absence of an enabling policy 
framework until recently, solar plants in India 
have not yet reached the 100 or 200 MW capac- 
ity as they have in Germany and Spain. The 
other issue is the lack of demand. Since there is 
a perception of high initial cost, renewables are 
still considered to be an option of last resort.” 
Most wind turbines in India, for example, are 
run by companies for back-up power supply. 
This is economically viable as the government 
allows 80 per cent depreciation of wind tur- 
bines after the first year. However, this alone 
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MILES TO GO 


does not justify large investments in wind tur- 
bines for companies that want to sell power to 
the national grid. They say they can never be 
profitable without an assured long-term con- 
tract with state electricity boards to buy the en- 
ergy they produce. 

For now, investments in renewable energy 
systems is far below what they should be, ac- 
cording to Mahesh Kolli, president of Greenko 
group, a green energy investment company in 
Hyderabad. Kolli, whose company has installed 
roughly a fifth of India's present biomass capac- 
ity, believes the potential for biomass is as high 
as 20GW — 40 times what is currently installed. 

The government on its part is trying to woo 
potential producers. Recently, the MNRE pro- 
posed a programme where the incentives for in- 
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stalling renewable energy systems can be linked 
to the “actual generation of power and sale to 
grid” and not to asset depreciation. This will be 
part of the Renewable Energy law which is still 
in the draft stage. 

Another policy proposal being considered is a 
nationwide feed-in tariff. This works well in 
Germany where anyone generating their own 
renewable energy can sell the unused power 
back to the national grid. India is still testing 
small-scale demonstration projects for feed-in 
tariffs. Also, most government estimates for re- 
newable energy potential (see ‘Miles To Go’) 
fall below industry estimates as many of these 
studies were conducted years ago with out- 
dated techniques. 

Of course, laws are not the only problem. Re- 
newable energy companies must also sort out 
technological problems quickly. Present-day 
wind turbines for instance, lose energy while it 
gets transferred from the blades through vari- 
ous moving parts to the actual generator. 
Smaller and more efficient turbines using axial 
flow technology — that eliminates some moving 
parts — have been designed, but more research 
needs to be conducted to check their feasibility 
for large-scale use. 

Scientists in laboratories around the world 
are now working to improve the efficiency of 
solar cells that use materials cheaper than sili- 
con — such as copper-indium-gallium dise- 
lenide and cadmium telluride. This will lower 
solar power costs and solve the problem of sili- 
con shortfall. 

Perhaps the biggest drawback of wind and so- 
lar energy is that they depend on nature to gen- 
erate peak output. Biomass digesters could re- 
duce this dependence. Digesters turn organic 
waste into a gas that can then fire up a turbine. 
Digesters up to 40MW are in operation abroad, 
but no Indian company has the demand 
guarantee yet for making such a significant in- 
vestment. Research is also being done on solar 
concentrators that can focus sunlight on cloudy 
days by up to 1,000 times using curved mirrors 
or lenses. 

Lack of supportive policy, efficient technol- 
ogy and low demand in the country seem to 
have driven a triple-edged spike into plans of 
commercial generation of renewable energy for 
now, but some are still hopeful. 

"We're in a position to show the world how 
clean energy can be taken to mass populations,” 
says Akanksha Chaurey, director of decen- 
tralised energy solutions at Teri. “But we need to 
start positioning ourselves in a leadership posi- 
tion. We need that aggression.” 
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‘Entrepreneurs 
hold the key’ 


Klaus Schwab 


Founder and Executive Chairman, World Economic Forum 





KLAUS SCHWAB, NOW 70 YEARS OLD, IS THE 
brain behind the 37-year-old World 
Economic Forum. Critics say it is little more 
than a talk-shop that produces few results. 
Yet, the delegates of the WEF — all of them 
with busy and responsible careers — return 
year after year. In an e-mail interview, BW’s 
Pierre Mario Fitter gets the founder and 
executive chairman ofthe WEF to talk about 
his life's work and global challenges to which 
he still seeks answers. 


































Q , After nearly four decades, one would 
= assume you are tired. What drives you 
to do this? 

„ Simply this — I want to improve the 

= state of the world. I have dedicated 
nearly 40 years to the World Economic Forum 
to bring together all the world’s stakeholders 
from all walks of life to tackle problems 
together. This is my passion. 


Q a The leaders keep returning to Davos. 
= Why? 
A: These are people who don' have time to 
a waste — they are extremely busy. The 
annual meeting gives them a chance to meet 
key players to understand an issue from all 
angles and to try to shape solutions. The proof 
that ‘Davos works’ is that leaders return year 
after year. This year, for example, amid all the 
financial turmoil, we have record interest. And 
we already know that from governments we 
will have one of the best-ever years — and 
from business too we will provide a platform 
for a record attendance. 


a You have described your management 

m style as that of a 'professor'. How does 
that help and hinder in bringing world 
leaders together? 

We talk about the forum as a ‘multi- 

u stakeholder' organisation. These include 
people from all walks of life — and 
particularly heads of state, CEOs and heads of 
the major international organisations. It is, I 
can tell you, quite difficult at times to get all 
these different constituencies to talk the same 
language to each other. To provide a neutral 
platform, I believe we need to bring out the 
best from each of these constituencies. It is for 
this reason that a ‘professor’ can unite all the 
various approaches. 


a] The World Economic Forum has several 

= sub-groups and regional forums. How 
do these tie in to the central agenda? 

a There is a strong link between the annual 

= meeting and our regional meetings. 
Regional communities come together with the 
goal of catalysing key business, government, 
academic and civil society to tackle regional 
challenges. These major issues are often global 
issues that are similarly addressed during the 
annual meeting in Davos. ` 

Additionally, our regional activities typically 

afford opportunity to our community of 


leaders to shape regional agendas with 
insights generated from the Forums studies on 
„global competitiveness, international risks and 
country scenarios. 









' Conversations next January in Davos 

f = will centre around the financial crisis. 

How will you keep these discussions fresh 

-after everything that has already been said? 
a The current financial crisis will. 

s w undoubtedly cause profound 

| a ea in the political and economic 

landscape. This is why world leaders must 

- carefully create strategies for the post-crisis 

- world and how to improve global governance. 
Through our Global Agenda Councils, the 

world’s foremost intelligence and knowledge 















network, the forum has the unique capacity to 
set priorities fo most compelling ideas for 
improving the the world. The timing of 
our inaugural su on the Global Agenda in 
Dubai places the n a unique position 

at this critical ju r convening the 


` world's most innovative and influential 
- thinkers to develop solutions to address the 
- most pressing issues on the global agenda. 


a Does history offer solutions to fix the 
" = world's broken financial system? 
À a | think rather than learning from 
& n history, we must look closely at the 
present structural changes, which will be truly 
transformative. The crisis of the global 
economy has revealed the unquestionable 
need for coordinated responses from 
numerous institutions and governments. But, 
. While there i grassroots awareness 
that global cha we interlinked, gover- 
^ nance institutio ` unable to pursue the 
— measures to address them holistically. 
~~ The best prescription to ward off a global 
- recession is entrepreneurial growth. We 
- should remind ourselves that the vast majority 
. of companies worldwide are working hard at 
. providing this growth. There are other major 
- global challenges, such as food security and 
climate change, that require our attention. 
Financial volatility will continue to grab our 
attention in the days and weeks ahead, but it's 
worth remembering that 4 billion people, 
. mearly two-thirds of humanity, still do not have 
» mee to basic services. 











Ln _ Can the relative decline of American 

Own power be managed peacefully? 

CO, The emergence of new centres of 

ET i" economic growth and political influence 
are not contributing to a decline of America, 

but rather it is reshaping the balance of power 








in global affairs. What we are seeing is a 
transition in the world from a unipolar to a 
multipolar system. India and China are the 
big powers which immediately come to mind, 
but actually what we are witnessing is a wave 
of countries who have great potential and who 
will play in this multipolar world a very 
particular and very important role. 

For this reason, I have argued for a revamp 
of global governance institutions to align 
better with the-reality of this emerging, new 
global order in which decision-making and 
innovation will be spawned from capitols and 
boardrooms across the world. There isan 
urgent need for better coordination on global 
and regional levels to manage complexity, — 
tackle global challenges and build strategic ` 
foresight. Yet this function is largely absent - 
from our existing compartmentalised global 
governance architecture and in many 
corporate boardrooms. 


a Finally, climate change is a global © 






" = challenge. While the West must act fi fir ir i 1 





out of historical responsibility, what do you 
think India and China can bring to the table ? 

„ India and China have a very important 

a role to play in proposing practical 

weiss to climate change, particularly in the 
context of the ongoing international 
negotiations on reaching a global climate 
change deal by the end of 2009.While there is 
a strong historic argument for rich countries 
to show leadership, future responsibility for 
leadership will also fall on fast-developing 
countries, such as China and India. 

Lord Nicholas Stern succinctly set out the 
climate leadership challenge for fast- 
developing countries. In the recent paper that 
the World Economic Forum prepared for the 
G8 on behalf of 108 leading international 
CEOs, he points out that taking into account 
current per capita CO2 emissions and factoring 
in projected population and economic growth, 
emissions per unit of output will have to fall 
very strongly in all countries by 2050 if we are 
to avoid dangerous climate change. 

Given this reality, fast-developing countries 
such as China and India will also have to 
engage in bold reductions in their GHG 
emissions at some point soon in order for the 
world as a whole to avoid dangerous climate 
change. I view the climate discussions of 2009 
with optimism, as both India and China are 
taking their leadership role in the discussions 
with the utmost seriousness. Preventing 
dangerous climate change lies not only with 
the West, but with these 21st century - 
economies as well. 
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Go Global In 
Governance 


by Kishore Mahbubani 


HE need to reform global gov- 
ernance has never been greater. 
Paradoxically, at a time when 
the world urgently needs new 
thinking in global governance, 
old thinking dominates. 

Tinkering will not work. The world 
has changed fundamentally since 1945, 
and will change even more radically in 
the coming decades. We need new 
thinking, not new tinkering. For that, 
we need to focus on three tensions that 
have arisen in global governance. 

The first tension is between the de- 
sire to cling to sovereignty and the 
need to respond to globalisation. Most 
new challenges, such as financial crisis 
and environmental challenges, respect no bor- 
ders. None can be solved by any country alone. 
At a time when the global village needs to con- 
vene global village councils to address these is- 
sues, these very institutions are being weak- 
ened. Sadly, the most powerful country in the 
world, the US, is allergic to global governance. 
Strobe Talbott, former US deputy secretary of 
state, explains this allergy well: “It is not sur- 
prising that talk of global governance should 
elicit more scepticism, suspicion and some- 
times bilious opposition in the US than else- 
where. The more powerful a state is, the more 
likely its people are to regard the pooling of 
national authority as an unnatural act.” Parado- 
xically, the US has the most to gain from good 
global governance because the richest home in 
any village has the most to lose from global dis- 
order and instability. 

The second tension in global governance is 
between the old and new rising powers. All the 
new emerging powers are non-western. Yet, the 
West continues to be over-represented in exist- 
ing global institutions. In an effort to avoid the 
fate of the League of Nations, the UN’s found- 
ing fathers wisely created the veto to anchor the 
great powers in the UN. Sadly, they did not anti- 
cipate that the great powers of the day could be- 
come the great powers of yesterday, such as the 
UK and France who could help by giving up 
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their seats in favour of a common European 
seat. If they did, they would embarrass the 
Asian powers who are busy undermining each 
others’ bids to gain key seats in global organisa- 
tions. Similarly, the G8 represents the great 
powers of yesterday. It maintains a charade of 
addressing global challenges. 

Persuading great powers to give up privileged 
positions will not be easy, unless a new social 
contract can be created. The rich western pow- 
ers stand to lose the most from global disorder. 
All new powers (and old powers) who want to 
occupy privileged positions in global organisa- 
tions such as the UN Security Council (UNSC) 
or G8 should take on responsibilities commen- 
surate with their privileges. Hence, if a financial 
crisis arises in Asia, or an epidemic emerges in 
Africa, the great powers must assume the 
responsibility to address these challenges. 
Today, many countries are vying for privileged 
positions in global organisations because these 
privileges come with no responsibilities. How- 
ever, if veto power in, say, the UNSC is 
combined with significant financial and mili- 
tary responsibilities, the new claimants will 
pause. Equally important, the rest of the world, 
which would otherwise see no reason to confer 
privileges to a few great powers, will also find it 
in everyone’s interest to see that all great powers 
assume greater responsibilities to bring about a 
stable global order. 

This approach will also help resolve the third 
tension between great power imperatives and 
the need to reflect the interests of the majority 
of the world’s population in global governance. 
The views and interests of those who are curre- 
ntly in the margin of the global system must be 
heeded, especially those of 1.2 billion Muslims . 
who want to become ‘responsible stakeholders’ 
in global governance but are excluded from all 
key global governance institutions. Hence, any 
reform of global governance should pay atten- 
tion to both institutions that respond to great 
power interests and institutions that respond to 
the universal interests of humanity. 

If we are unable to resolve these tensions, 
both rich and poor countries will become losers, 
and our global village might be destroyed. 
Therefore, there is an urgent and pressing need 
to convince key policy-makers and elites that 
we need to discard old thinking on global gover- 
nance and prepare new perspectives. 





The author is Dean, Lee Kuan Yew School of 
Public Policy, Singapore. The essay was written 
for the World Economic Forum’s Summit on 
the Global Agenda in Dubai, United Arab Emi- 
rates, held on 7-9 November 2008. 
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| Just don t know 
where it all goes: 


PLAN YOUR MONTHLY EXPENSES BETTER. 


DISHA Financial Counselling believes its not about how much you earn, but how well 
disciplined you are with the money you earn. It aims at educating consumers about 
financial products and services, promoting better understanding and decision making 


for the future. 


Be an informed consumer. Visit DISHA for free counselling at: 
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EAEN politics 


Partnering 


HE poll process in one of the world’s 
biggest democracies has just ended while 
it is set to begin in another. President- 
elect Barack Obama is set to lead the 
United States, while in India the outcome 
of polls in six crucial Indian states — Delhi, Ra- 
jasthan, Madhya Pradesh, Chhattisgarh, Mizo- 
ram and Jammu & Kashmir — slated for later 
this month, will broadly indicate the way the 
wind will blow in the 2009 general elections. 
However in India it will not be a neat bipolar 
fight like in the US. While Obama’s decisive vic- 
tory in the US means he can take his Democra- 
tic agenda forward with certainty, Indian heads 
of government are guaranteed no such luxuries. 
In an era of coalitions and alliances, no single 
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For Vote 


by Shalini S. Sharma 


party is expected to win an absolute majority at 
the Centre. Leadership is then as much a ques- 
tion of balancing and persuasion as it is of vi- 
sion and execution. 

The ongoing global economic crisis throws 
the perils — and sometimes unexpected re- 
wards — of coalition politics in sharp relief. 
Had it not been for the apparent obduracy of 
the Left parties, India would probably have 
gone ahead with reforms that may have further 
aligned the Indian economy with the US and 
the global economy. Not making the rupee fully 
convertible, not granting pension funds greater 
freedom to invest in the stockmarkets, and 
keeping the lid on FDI in insurance have saved 
the nation a great deal of trouble. 

"Repeated lamentations about India's frag- 
mented, structurally divisive coalitions are 
futile,” says Congress spokesman Abhishek 
Singhvi. “Coalitions are here to stay.” Indeed, 
in a diverse and complex emerging econ- 
omy likeXndia, no single political party 
carbsatiSfy the needs of all its voters. 

omsequentially, each region 
comes up with its own unique 
añswers to its unique problems. 

This explains the rise of pow- 
erful regional satraps such as 
Mayawati, N. Chandrababu 
Naidu, Mulayam Singh Ya- 
dav and J. Jayalalithaa. 
"Regional parties act as 
useful shock absorbers 
and safety valves for re- 
gional aspirations, and 
frequently act as vehicles 
for containing dissatisfac- 
tion and dissent at local 
levels," says Singhvi. 
However, the very re- 
gionality of regional parties 
stymies their national ambi- 
tions. While they gain ground 
by promoting regional issues — 
often fanning vitiating parochial 
passions as Raj Thackeray's Maha- 
rashtra Navanirman Sena recently 
demonstrated — in doing so they also 
ensure they will never come to power at 
the Centre. 
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POLITIGAL DRAMA: 
The ugly side of 
coalition politics was on 
display during the vote 
on nuclear deal with 
both sides alleging 
votes being 'bought' 
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Think Again 

Indeed, both bipolar and multipolar orders 
have their own advantages and disadvantages. 
A bipolar order, or a two-party system, throws 
up a clear rejection or acceptance of any one 
party and its policies, and lets the other move on 
with unencumbered zeal. 

But the absence of a contrarian voice within 
the government often leads to errors of judge- 
ment. This is what happened in 2004 when the 
Atal Behari Vajpayee government launched the 
India Shining campaign prompted by some of 
their own leaders. They could not have been 
more wrong. 

The checks and balances provided by a coali- 
tion may delay decision-making at every level, 
but they also provide depth and stability. One 
could argue that stability is the last thing one 
would expect in a coalition government with 
every constituent threatening to quit over un- 
met demands, but intelligent partners of ma- 
ture coalitions are usually clever enough to un- 
derstand that there are no differences that 
cannot be resolved with well-meaning talk. 

“Coalitions should always have a leader,” says 
BJP general secretary Arun Jaitley. “Leadership 
is not the art of not taking decisions for want of 
consensus, but taking decisions and making 
others accept them.” Good oratorial skills help, 
as does the art of diplomacy. When partners 
start talking and negotiating instead of threat- 
ening and abusing, coalitions can actually be a 
win-win for everyone. 

Trying to get everybody on board on certain 
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issues can be a problem but it is not impossible. 
“When the tail can wag the dog, decision mak- 
ers have to try that much harder to take every- 
body on board, as happened in the case of pen- 
sion reforms, says political commentator 
Paranjoy Guha Thakurta. 

But there is a consensus now on the need to 
improve both social and physical infrastruc- 
ture. There can be disagreements on the deliv- 
ery mechanism but there is no denying that this 
is indispensable. In a book co-authored by him 
Divided We Stand: India in a Time of Coali- 
tions, Thakurta also argues that coalition gov- 
ernments are less corrupt as they are *more 
transparent than a government dominated by a 
single party”. 

In Thakurta's view, four regional parties to 
look out for in the next general elections are 
Mayawati's Bahujan Samaj Party, Jayalalithaa's 
All India Anna Dravida Munnetra Kazhagam, 
Naidu's Telugu Desam Party and Nitish Ku- 
mar's Janata Dal (United). A third front, if it 
emerges, will very likely have the presence of 
Left parties, and hence veer towards higher 
subsidies, and more funds for agriculture and 
the weaker sections of society. The BJP-led Na- 
tional Democratic Alliance will also have a 


more dispersed gameplan this time with a de- ` 


sire to shed its urban-centric image. But irre- 
spective of which alliance forms the next gov- 
ernment at the Centre, major deviations on 
economic issues are unlikely. 
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Is Green Energy 
the answer to the 
environmental challenge’? 


Get insights into the growing significance of green energy at the INFOCOM 08-09 CXO Roundtable - Bangalore 
Round presented by Texas Instruments. Organized by Businessworld, India's best-selling and most-read business 
magazine, the roundtable will feature an esteemed panel of experts who will discuss how organizations can effectively 
deploy "green energy" to ensure a safe, pollution-free environment and a future sans hazards. 


Panelists: 

e K. Jairaj, IAS, Principal Secretary — Energy, Govt. of Karnataka 

e Dr. Ajay Mathur, Director General, Bureau of Energy Efficiency, Govt. of India 
e Tulsi R Tanti, Chairman and Managing Director, Suzlon Energy Ltd." 

e Anjan Ghosh, Sr. General Manager - Sales & Marketing, Tata BP Solar 

e Ashok Hattangady, Technical Director, Conzerv 

e Dr. M.V. Ramana Rao, Promoter, Managing Director & CEO, MIC Electronics 
e Ravi Khanna, CEO, Moser Baer Photovoltaic Ltd. 

* Dr. Biswadip (Bobby) Mitra, Managing Director, Texas Instruments India 


Moderator: 
Srikanth Srinivas, Deputy Editor, Businessworld 
Panel Discussion: Is Green Energy the answer to the environmental challenge? 


Venue: [TC Hotel, The Windsor Bengaluru, Golf Course Road, Bangalore 
Date: 21st November, 2008 * Time: 5:30 pm onwards 


To attend call: Amitava Sarkar on +91 9379229397 or e-mail at amitava.sarkar2@abp.in 
For more information, log on to www.indiainfocom.com 
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Vintage value 


The recently 
concluded 
vintage car 

competition 

by Cartier in 

Mumbai was 

truly a show of 
flamboyance 
By Team BW 
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THE THOUGHT OF A CONCOURS D'ELEGANCE BRINGS 
to mind Pebble Beach, California, which hosts 
the most celebrated international car show 
every year. But Cartier has now brought the 
tradition of vintage car competitions to India. 
The Cartier Concours D'Elegance brought the 
global rich and famous to Mumbai's Royal 
Western Turf Club for three days beginning 31 
October. On display were 60 breathtakingly 
beautiful classic cars with flawless looks. 
Appearances certainly mattered here as it was 
one of the pre-conditions for entry. 

It was car historian Manvendra Singh 
(Barwani) of the royal family of Barwani state 
in Madhya Pradesh who searched and selected 
these masterpieces. And Mark Shands, 
brother-in-law of the Prince of Wales, put up 
the show. Barwani says he picked only those 
cars that had not been to international car 
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shows earlier. It took him 18 months of 


painstaking research and persuasion of car 
owners to shortlist the 60 cars. No wonder, 
then, that the cars included some rare lookers, 
including a 1937 Delahaye (Figoni et Falaschi) 
Geoham Roadster, a 1937 Daimler DB18 Dual 
Cowl Sports Tourer that was built for Aga 
Khan and a 1935 Rolls-Royce Phantom II 
Arrow Coupe of the Raja of Jodhpur. 

But it was the 1939 Delahaye 135 MS owned 
by Duleep Singh of the royal family of Jodhpur 
that was adjudged the most elegant car. The 
Jaguar XK120 of 1950 vintage owned by 
Gayatri Devi of the Jaipur royal family was 
declared the best preserved roadster, while the 
prize for the best resurrection job was given to 
1949 Bentley Mark VI owned by Nishant 
Dossa, a vintage car collector. 

The judges were as intriguing as the cars. On 
the panel with other Asian and British 
celebrities was Prince Michael of Kent, a cousin 
of Britains Queen Elizabeth II and grandson of 
Russias last Tsar Nicholas II. Other celebrity 
judges included Pink Floyd 
drummer Nick Mason, 
cricket legend Imran Khan 
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and Formula One car designer Gordon Murray. 
There was no chance of the gliterratti staying 
away from this classic do. Actor Shah Rukh 
Khan, cricketer Yuvraj Singh and writer 
Shobhaa De were among those spotted. 

Some participating cars magnified the little 
whims of their owners, and managed to 
provide the expectant audience, the desired 
brush with history. A car that was used by the 
Maharaja of Bharatpur to shoot ducks as he 
travelled was a quite a hit. A tall, large- 
windowed Daimler V12 was meant for King 
George V to grant a glimpse of himself to the 
natives during his planned 1936 tour of India. 
The tour did not materialise but the car 
remains to this day, a feast for the eyes. 

There may be more history yet to be made 
by some of these cars. The Cartier Concours 
will help India make a connection with the 


ones at Pebble Beach with the winning classics 


likely to drive down to the next California 
competition. They will be competing there 
with exotic marquees such as the Bugatti. In 
fact, Bugatti cars have won the most number 
of best car titles (nine times) at Pebble Beach 
compared to thrice by Rolls Royce. 

Among the future Pebble Beach contestants 
could be some of the other Cartier toppers 


Singh of the Mewar royal family, which 
| won in the heritage car category. And 
BÉ the best looking car in the Roadster 
| — convertible sports car — cate- 







Aw P.P. Asher or film star Jackie 
VL. M Shroffs 1937 Jaguar SS 100 

SM that won the Ladies Prize. 

n, MM Having tasted the 

À opulence and grace of a 
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\ gory, the 1949 Healy Westland of 
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HIGH PROFILE: 

Jury member Prince 
Michael of Kent 
inspecting the beauties 
(left); and Maharaja 
Arvind Singh Mewar of 
Udaipur (right) with his 
1924 Rolls Royce 









Concour event, Indian car 
collectors and classic car 
aficionados can look 

forward to shows every 
two years by Cartier. 
The next one in 2010 is 
expected to be bigger and better. 
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ENTERTAINMENT 


He's different 


HOW DO YOU KEEP A 
46-year-old franchise 
— which always 
features similar 
characters and plots 
— fresh? The 
producers of James 
Bond know the 
secret: reinterpret the 
lead role. 

During the 1990s, 
Pierce Brosnan was 
James Bond — suave, 
collected and always 
in control. His was a 
black and white por- 
trayal for a black and 
white time. But since 
Brosnan took up the 
role, the real world 
has filled with shades 
of grey. His Bond 
simply wasn't appro- 
priate any more. 

2006: Enter 
Daniel Craig — with 
an interpretation of 
the super spy that is 
as complex as the 
times he lives in. 
Beneath his cold blue 
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eyes is a Bond who 
hurts and feels. From 
the slightest of 
quivers as he hears of 
a lost love to the 
scene where he 
cradles a dying 
friend, Craig is clear 
that his Bond isnt 
just a remorseless 
killing machine. And 
yet he is that too — 
one foe begs him to 
^make it quick"; he 
doesn’t oblige. 
Quantum of Solace's 
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SEA CHANGE: Bond's 
character has been 
interpreted differently 
over time 


relentlessness will 
keep old fans thrilled 
with its chases, fight 
scenes and spywork. 
But make no mistake, 
the James Bond 
franchise has 
changed. After 22 
movies, we finally get 
a peek into the mind 
ofthe man. Bravo. 
Pierre Mario Fitter 





Cultural Connect: an aztec dancer performs at the Basilica of 
Guadalupe in Mexico City during an annual pilgrimage. 
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FOOD 


It Vogue 


The good old sweet 


po 





IT LOOKS LIKE A vortex 
— the syrupy jalebi, a 
famous north Indian 
sweet, could be sinful 
for the calorie con- 
scious but the sweet- 
toothed desi delights 
in its richness. Made 
from maida (plain 
flour), this delicacy 

is usually served 
piping hot. 

The roadside 
sweet-seller pouring 
the flour mixture 
from a cone into an 
oil-filled pan is a 
common sight across 
north India. Bright 
orange or yellow, this 
deep fried, some- 
times pretzel-shaped 
sweet is finely soaked 
in sugar syrup to give 
it the perfect taste 
and a shiny, sticky 
look. Jalebi savoured 
with a hot glass of 
milk is a grandma’s 
recipe for curing cold. 
It is eaten with butter 
milk in states such as 
Maharashtra or with 
thickened milk 
(rabadi) in 
Rajasthan. 

In some parts of 
[ndia and Pakistan 
he jalebi emerges in 





DESSERT TIME: 
Jalebis are popular for 
their syrupy taste 


the form of marti. 
This red-orange 
variant is made of 
black lentil (urad 
dal), and is sweeter. 
There is also the 
south Indian version 
called jaangiri with a 
floral look. 

One jalebi variant 
zangoola is found in 
the Middle East. It is 
called zoolbiah in Iran 
and jeri in Nepal. 

But nothing like the 
Dilli ki jalebi, espe- 
cially in winters. Go to 
the Dariba corner or 
to the ‘old jalebiwala’, 
in Chandni Chowk, a 
haunt that at one time 
was frequented by 
Indira Gandhi and 
Raj Kapoor. At ‘Maak- 
han Lal Tika Ram’ 
near Kashmiri Gate, 
you can get jalebis 
served with rabadi. 

If that’s too far, try 
any local sweet shop. 
You will find this 
mouth-watering 
dessert almost 
anywhere in the city. 


Janhavi Abhyankar 


BON VIVANT 
Luxurious timing 
IT NEVER RAINS, IT POURS. AND IT CERTAINLY IS 


pouring luxury watches these days. Added to 
the slew of international brands available at 


malls in Delhi and Mumbai are two more names 


vying for the connoisseur's attention. US | 
watchmaker Timex, which had so far confined 
itself to the middle and the lower segments of 
the market in India, has consolidated its 
presence by bringing two of its global luxury 


brands Valentino and Salvatore Ferragamo — to TA 


India. Priced between Rs 60,000 and Rs 3 
lakh, Ferragamo watches are already available 
at exclusive outlets in the two metros, and 
Valentino will be available beginning December. 
President and CEO of the group Hans-Kristian 
Hoejsgaard who was in India recently, told BW 
that it was in 2005 that Timex entered the luxury 
segment and since then watches have been its 


fastest growing business segment. "A watch is no E 


longer an instrument one uses to keep track of 


time, it is a fashion accessory that just happens 


to show time," says Hoejsgaard. Though the p: 
company manufactures only Timex watches at its - Hi 
Baddi plant in Himachal Pradesh, Hoejsgaard — 
says there are plans to integrate the Indian 
cónpobits —- in 2006. Ask Hoejsgaard if there ——— 
are any plans to bring this style icon to India and 


` he says, “There are strong interests here, we will ——- 
certainly look into it.” This may be the right time — 


to wear luxury on your sleeve. | D 
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Promotion 


@ Bank Safe 


Security in banking, whether virtual or physical, is of prime importance as banks 


protect the most critical assets of people 


hen people put their assets 

into a bank, they expect only 

one thing besides a return on 
Investment — safety. In the virtual 
world this consists of online safe- 
guards like two-factor authentication 
and providing safe Internet payment 
gateways, and in the physical world 
this translates into controlled access, 
camera surveillance, and also fire 
safety. 


Sure And Secure Online 

With most of the banks dealing in 
online services, online security of the 
customer’s accounts has become an 
Important issue. 

“Online and mobile banking are 
convenient alternatives to long cum- 
bersome queues, but phishing, and 
subsequent online identity theft, are 
proving to be one of the biggest threats 
plaguing the Indian banking sector. In 
January this year, two top banking or- 
ganisations were targets of phishing 
attacks where fake emails were di- 
rected to their customers who were asked to disclose 
their banking information into a fraudulent website. 
Thus, the frequency of online security breaches is a mat- 
ter of concern,” says Shekhar Kirani, Vice President, 
VeriSign India. 

Passive and active approaches are required to address 
online banking customers by building confidence, pro- 
tecting the customer while maintaining a positive online 
experience. 

For starters, an authentication factor is a piece of in- 
formation and process used to authenticate a person's 
identity requesting acess under security constraints. 
Two-factor authentication (TFA) is a system wherein two 
different factors are used in conjunction to authenticate. 

According to Kirani, “Passive security happens in the 
backend and is not visible to consumers. Active security 
is visible to consumers and comes in the form of a 
stronger authentication via TFA credentials. Together, 
they help the banks in reducing online frauds.” 


Shekhar Kirani 





“Online banking and mobile 
banking are convenient alterna- 
tives to long, cumbersome 
queues” 


Vice President, VeriSign India 


The most common active security 
solutions come in the form of consumer 
authentication via usage of one-time 
passwords (OTP). OTP can be gener- 
ated using credentials with different 
form factors such as tokens, credit card 
and applications on mobile phones 
among others. “The consumer carries 
this credential with him to use on sites 
requiring strong authentication. Con- 
sumers feel empowered with a second 
factor of authentication as it helps them 
take an extra step toward stronger on- 
line security, thus further protecting 
their online identities," adds Kirani. 

Researchers worldwide believe that 
to maintain the importance of online ac- 
cess as one of the vehicles for the devel- 
opment of cheaper, faster and more 
reliable banking services, few areas of 
improvement where all parties involved 
should deploy services are: 

* Professionals should uncover the 
problems of inadequate security tech- 
nologies and work towards fixing these 
problems. 

* Customers should be encouraged to enquire about secu- 
rity measures and to read the small print of the conditions 
of services. They should continuously maintain the security 
of their computers to support secure online banking. 

* Governments and regulators should put in place the leg- 
islation to protect customers in cases of online banking 
frauds and compensate for customers' losses in proportion 
to the adequacy of the bank security measures. 


Banking Goes Mobile 


Mobile banking is the buzzword in the industry, 
with almost all banks offering these services to their 
customers. 

"Several institutions like ICICI, Standard Chartered, 
Corporation Bank, and HDFC have piloted this new 
channel for service delivery. Clearly the benefits of 
wireless technology will deliver on customer expectations 
and reflect societal needs," says Probir Roy, co-founder and 
director of PayMate, a mobile payment service. 
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Two-Factor Authentication means the World to your customers, 


without costing you the Earth. ° 





Two-factor authentication (2FA) has rapidiy become the most effective method to provide security to those 
banking on you to secure their online transactions. 


Introducing VeriSign" Identity Protection (VIP) Services - a comprehensive suite of identity protection and 
fraud detection services. By choosing VIP, your customers benefit from a shared authentication infrastructure 
and a fraud intelligence network operated by VeriSign, the most recognised trust brand on the Internet. 


Based on open standards, the VIP Authentication Service is a two-factor authentication solution fully hosted 
by VeriSign, enabling a wide choice of one-time password (OTP) security devices. Choose from credit-card 
sized devices, tokens and mobile phone devices to provide the most convenient, cost-effective option for 
your customers, who can use that single device on any website that displays the VIP logo. 
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Key Benefits: 

+ Greater customer confidence means increased loyalty + No infrastructure investment required 

+ Convenience and ease of use for your customers + Quick time-to-market 

+ Increase in online transactions offsets costs + Single device works across multiple member site 


VeriSign 


To know more about how we can add value to your business, 
do give us a Call: +91 124 4292600 or sales@verisign.in 
or visit us at: www.verisignidentityprotection.com 
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Three important positive events in the evolution of mo- 
bile payments have occurred this year. The RBI came out 
with guidelines to facilitate mobile payments in the coun- 
try. Secondly, Dr Raghuram Rajan’s CSFR Report stated 
that mobile banking is the most promising front-end tech- 
nology for broadening the access of finance in the country. 
Thirdly, banks and telcos have broken marketing commu- 
nication around the functional benefits of using an ordinary 
mobile for day-to-day transactions. 

“T would look upon it as a form of transition convenience 
— or rather under the more 
appealing market positioning 
of convenience banking, 
rather than just purely as a 
revenue stream or cash cow,” 
opines Roy. 

“There are five to six 
major ways in which one can 
provide this service — SMS, 
WAP, USSD, client applica- 
tion and IC chip, and multi- 
ple standards and 
communication protocols,” 
explains Roy. 

It all depends on what the 
bank wants to do with this 
new channel. “Some banks 
took the early steps by using 
SMS to carry out push-and- 
pull type queries, alerts and instructions. This could be 
called the first phase of mobile banking. Thereafter, the 
pecking order has changed as the early innovators lost out 
to other banks who expanded the service to offer travel and 
movie ticketing, shopping, prepaid top-ups, bill payments, 
fund transfer, etc. This can be seen as the second phase,” he 
further adds. 

Ultimately the choice of the delivery option has to be in 
sync with the objective of the bank. Each bank, though, will 
need to take a different route to achieve these ends as there 
is no ‘correct’ option. There is no one-size-fits-all solution. 


Virtual To Real 

Let us now move from the virtual to the real world. Over 
the years physical security in banks has undergone a sea 
change — right from security guards to highly comput- 
erised access systems. 


needs” 


Closed Circuit Televisions 

This is the third eye of the banks. It is used for a wide 
variety of banking activities like monitoring customers’ be- 
haviour, keeping a check on the staff and keeping an eye 
on all the lockers. 

“Security and fire alarms are mandatory for nation- 
alised bank branches. Access control and CCTVs are op- 
tional. CCTVs are now seen as a very useful tool for 





“Clearly the benefits of wireless technology will de- 
liver on customer expectations and reflect societal 


Probir Roy, Co-founder/Director, PayMate 


administration as well. In the past 25 years that we have 
been supplying security products, the attitude of banks has 
changed favourably towards the surveillance system,” says 
Hitesh Rajwanshi, CEO, Digitals India Security Products. 


Building Management Systems 

A building management system (BMS) is a computer- 
based control system installed in banks and buildings that 
controls and monitors the area’s mechanical and electrical 
equipment such as air handling and cooling plant systems, 
lighting, power systems, fire 
systems and security systems. 
Whenever there is any change 
or discrepancy in the usual 
parameters in any of these, a 
BMS gives an indication to 
the administration. 

“Building management 
has a very important role to 
play. It has power backup, 
theft, pilferage etc, it is a com- 
bined thing. Plus we have all 
details of the technical sup- 
port provided by various peo- 
ple. In case of fault, we can 
contact the relevant person 
immediately. One should 
know each and every wire, 
how it is passing through and 
how to repair it fast. BMS is an integrated system with 
large scale importance,” opines Captain Raja Ram, Chief 
Security Officer (CSO), Union Bank of India. 


Fire Safety and Security 

It has become a necessity rather than a need to main- 
tain protection against fire in a bank. The threat for banks 
is more than say, corporate offices, as banks manage their 
customers’ most valuable assets, including cash. Maintain- 
ing fire safety and security products, therefore, is a must. 

“One has to make the latest technology available that 
not only gives you early warning, but also sufficient system 
to detect and extinguish fire. When banks are closed, there 
should be a warning system in place whereby we can pro- 
tect our assets. These are all in various forms. One has to 
go for the latest technology that combines everything,” says 
Captain S.P. Singh, CSO, Punjab National Bank. 


Access Control 

Access control models used by banks tend to fall into one 
of two classes — those based on capabilities and those based 
on access control lists (ACLs). In a capability-based model, 
holding an un-forgeable reference or capability to an object 
provides access to the object. In an ACL-based model, a per- 
son's access to an object depends on whether his or her iden- 
tity is on a list associated with the object. 
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PayMate. 


THE LASTWORD IN 
MOBILE PAYMENT. 


Making your financial transactions will never be the same 
again. PayMate"" is a secure and easy-to-use service which 
gives your customers unmatched convenience to pay 
anywhere, anytime with their mobile phones. With 12 banks 
and 13,000 merchants already a part of its fast growing 
eco-system, PayMate"" is paving the new way to pay 
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Electronic Security Solutions 
An ISO 9001:2000 Certified Company 





Digitals India Security Products Pvt Ltd 


The undisputed leader in the Electronic Bank 
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Security space offers a range of state-of-the-art 


products, designed to meet all security needs of 
banks. ie Alea = 
Our technology guards the banks you bank with 





[lur Specialities: 
= Fire and security alarm systems 
* CCTV system 

* Metal detectors 

* Access control and Biometrics 
= Audio video door entry systems 


Our Esteemed clients include Delhi Metro, Major Public 
Sector Undertakings, Major Nationalized Banks, SBI and 
associate Banks, Para military forces etc. 
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Website: www.digitalsindia.com E E-mail: di.corp@digitalsindia.com 


Service Centers: New Delhi: 011-26195232, Jalandhar Cantt 181-2240460 


Lucknow: 0522-2350847, Varanasi: 0542-2369622, Patna: 0612-2660! 
9755-2602607., Ahmedabad: 079-26468957, Kolkata 
Secunderabad: 040-40123787, Chennai: 044-24760027 








“In public sector banks, biometrics access is yet to 
start. Private banks, on other hand, are coming up with 
such access for staff members. We still have proxy/mag- 
netic contact cards,” says Major Bhattacharya, Chief 
Manager, Bank of Baroda. 

Biometric authentication provides an extremely ac- 
curate, secured access to information to select people. For 
instance, fingerprints, retinal and iris scans produce ab- 
solutely unique data sets when done properly. Auto- 
mated biometric identification can be done very rapidly 
and uniformly, with minimum training. Also, a person’s 
identity can be verified without resorting to documents 
that may be stolen, lost or altered. 





“In public sector banks, biometrics access is yet to 
Start. Private banks, on other hand, are coming up 
with such access for staff members” 3 


Major Bhattacharya 
Chief Manager, Bank of Baroda 


A one-stop shop? 

A lot of private companies are now getting into pro- 
viding security solutions, some specialising in specific 
services. But according to Brigadier Brijender Singh, 
CSO, Oriental Bank of Commerce, it is better to go in for 
just one company that looks after your entire system. 

“What is happening now is that one contract/AMC is. 
being given to one particular company, second to an- 
other. There is a lack of coordination, which results in» 
massive disaster. Most companies get into pinpointing 
each others faults. Sometimes there is a gap and we fee lll 
that the contract should be given to a mega company whos) 
can monitor and place everything together and is ac- 
countable for all of it,” he says. 





Integrated Security Solutions for Banking Sector 


We not only provide state-of-the-art 
Integrated Security & Building Management Solutions 
but also maintain Systems of any make. 


We are a Pan India Solutions & Service Provider of Access Control Systems, Fire Alarm Systems, CCTV 
based Surveillance Systems, Facility Power Conditioning Solutions, Utility & Automation equipment and 
Intelligent Building Management Systems. 


We understand the pressures faced by banking & financial institutions today with new security threats 
and changing risk levels for all operations from headquarters and operation centers to every branch 
location and ATM in the network. There is a increased exposure to frauds and the risk of robberies, 

violence and other life safety issues. 


To prevent these, our solutions reach beyond conventional security. We continuously endeavor to 
implement security technologies that integrate with the banking & finance sector. And we deliver our 
solutions with the strength of the industry's most far-reaching service support network, right at the door 
step of your head and branch offices across India. 


In fact, Unity Automation is the largest provider of Integrated Security & Building Management Solutions 
in India. Established with the view of delivering Complete Turnkey Solutions, we believe in Service First 
and that only Consistent Service Sustains. 


Visit us at - www.uniteegroup.com 
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| am reading three 

books simultaneously, 
which is not unusual for 
me. The first one is 

The Long Tail by 

CHRIS ANDERSON, which 
is about how new 
technologies such as the 
internet are changing the 
old paradigm of ‘hit and 
miss’ products. The 
second book, Zen Flesh, 
Zen Bones, is a classic 
Zen book. | am deeply 
interested in the subject. 
The third book is The 
Rolling Stones Interviews, 
a delightful collection of 
classic Rolling Stones 
magazine interviews. | 
have an offbeat taste in 
books, and more inclined 
to non-fiction. 








Designed In India, 


For The World 


by jyoti thapa mani 


INDIAN DESIGN EDGE STRATEGIC 
INSIGHTS FOR SUCCESS IN THE CREATIVE 
ECONOMY BY DARLIE 0. KOSHY; LOTUS/ROLI; 
PAGES: 171; PRICE: Rs 695 


COULD INDIA REALLY LEAD THE WORLD IN DESIGN? 
National Institute of Design (NID) Director 
Darlie Koshy’s answer is a surprising yes. And 
he has proof too: for the past two years, NID in 
Ahmedabad has ranked among the world’s top 
design schools according to Businessweek. Last 
year, Mahaan Ghosh won the Alfa Romeo jury 
prize for transportation and automobile design. 
And designers from the Tata Group have been 
reaping accolade after accolade for their work 
on the Nano, an ultra-compact car, and the Ti- 
tan ‘Edge’ series of ultra-thin watches. 

The NID — India’s nursery for design talent 
— was established in 1961 in Ahmedabad. Its 
founding faculty was trained at the Bauhaus 
School in Germany and the Basel School of De- 
sign in Switzerland — two of the world’s finest. 
But the early decades were tough for both the 
faculty and students. Although renowned de- 
signers Charles and Ray Eames presented their 
India Report in 1958, the national design policy 
took several decades to come into effect. Yet, 
NID doggedly pursued what it believed in. 

When Koshy stepped in as director of the 
NID in 2000, it was natural that differences 
crept in between him and the faculty. He was 
a career bureaucrat; the faculty were classically 
trained designers from the world’s best design 
schools. Still, Koshy felt that the mindsets of 
the pioneering faculty were in fact the real ob- 
stacle that was stopping Indian design from 
taking a new growth path. “The realisation of 
full potential of design did not occur till the 
winds of globalisation began to blow in the 





DARLIE 0. KOSHY is director of the National Institute 
of Design (NID) since 2000. He has been instru- 
mental in scaling up NID’s operations and presence 
globally. He also conceptualised NID’s R&D campus 
in Bangalore and a new campus at Gandhinagar. 
His contribution to design training was recognised 
by Education World, which named him one of the 
“50 leaders reshaping Indian education”. 


late 1980s and the early 1990s,” he writes. 

Koshy’s book traces the history of design in 
India, drawn from NID’s collection of intensive 
documentation from the time of its inception. 
With a tradition of creativity, particularly in tex- 
tile and architectural design, Koshy feels the In- 
dian mind can be a design powerhouse. In his 
introduction, he writes, “There’s no doubt that 
design and innovation, as also several other fac- 
tors can unleash the power and potential of a 
country like India, which has a heritage span- 
ning nearly 5,000 years. This book is an at- 
tempt to unveil the connections that make it 
possible for design to add and realise value, and 
to create brands in the new age economy.” 

But Koshy argues that design can do much 
more than give India a leg-up in the economy. 
“Even the most precious heritage of Indian 
crafts, handlooms and handicrafts have lan- 
guished and been ignored. There has been a 
general apathy towards spaces, environments, 
architecture, roads, infrastructure, gardens and 
museums...” In other words, Koshy argues that 
India itself is in desperate need for a makeover 
— one that design can provide. 

But how can that happen? His solution is to 
increase the number of trained designers to re- 
duce what he describes as a ‘national design 
deficit. To that end, Koshy took it upon himself 
to expand the number of NID campuses and 
also begin a new R&D campus. 

India’s rich design traditions are reason 
enough for optimism. From exquisite temple ar- 
chitecture to the finesse in the weaves of the Pa- 
tola sarees from Patan or the perfectly balanced 
colour palettes of textiles from the Northeast, it 
is evident that vision and skill are not a problem. 
Even visual communication has been mastered 
in the kavad, a box with brilliantly painted pan- 
els that unfold to tell a 
story depicted entirely in 
Rajasthani folk art. Also, 
the graphic symbolism of 
Shiva’s trident represent- 
ing the three worlds, the 
word Om, the swastika 
and the simple red bindi 
that symbolises marriage 
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have been able to transcend millennia. It is 
recognition of this heritage that will allow us to 
. Overcome our biases to the Louis Vuittons, Fer- 
. ragamos and Mercedes that we lap up today. 
_. At the start of his tenure at NID, Koshy ab- 
_ sorbed the tremendous design awareness cre- 
_ ated by the institute's earlier director Ashok 
Chatterjee, and great teachers such as Vikas 
Satwalekar, Mahendrabhai Patel, Kumar Vyas, 
Balasubramanium, M.P. Ranjan, Sethuraman, 
S.M. Shah and others. As he ends his tenure, 
that experience has been put to good use to 
chalk out a new road map for India’s future in 
design. With every management institution and 
management guru teaching how to sell, the 
. more important question today is what to sell. 
-. In a cut-throat global economy, industrial de- 
sign rightly finds its place alongside pricing, po- 
 Sitioning and packaging. 














. THE EXECUTION 
PREMIUM 
LINKING STRATEGY TO 
OPERATIONS FOR 
COMPETITIVE ADVANTAGE 
BY ROBERT S. KAPLAN AND 
DAVID P. NORTON; HARVARD BUSINESS PRESS; 








LEADERSHIP IN ANY ORGANISATION REQUIRES ONE 
to step back and think from time to time. In a 
sense, strategic planning is perhaps the most 
important aspect of any senior manager's re- 
sponsibilities outside of, perhaps, man-man- 
agement. When Robert Kaplan and David Nor- 
ton wrote The Balanced Scorecard, thousands of 
companies and non-profits around the world 
woke up to the idea of key performance indica- 
tors and critical success factors. In short, the au- 
thors gave executives the tool to plan exactly 
what must be achieved for their organisations 
to be successful. And they also knew exactly 
what data would tell them if they were headed 
in the right direction. 

With THE EXECUTION PREMIUM, Kaplan and 
Norton take a step back of their own. In this 
book, the Balanced Scorecard is relegated to be- 
ing a tool — one of many — at the disposal of 
planners and strategists. Here, they define the 
entire strategic planning process — from devel- 
oping the strategy to operation review meetings 
— that must be in place if a company wants to 
squeeze every bit of success out of its plans. 





On the surface, their advice is often simplis- 
tic: among other things, they advise companies 
to "plan the strategy" and “plan sales forecasts 
and dynamic budgets”. But it does not make 
sense for readers who are not familiar with 
business management theory or have not read 
some oftheir previous books (Kaplan alone has 
written well over a dozen) — they will arrive on 
page one ice-cold. Thankfully, the authors use 
enough case studies to illustrate their theory. 
But if you are expecting a how-to guide that tells 
you exactly how to convert a long-term strategy 
into day-to-day operations, look elsewhere. 


SELECTION 2 | 
ES Novel 
History 


IN WHAT CAN ONLY BE DE- 


Philip Hensher weaves a 
stunning narrative not just 
about the trauma and tri- 
umphs of two families — the 
Glovers and the Sellers — but also ofa country 
undergoing serious social transformation. 

Set in Sheffield, the novel begins in 1974 with 
the Glovers — Malcolm and Katharine, and 
their three children, Daniel, Jane and Tim — 
throwing a party at their home, and their soon- 
to-be neighbours, the Sellers — Bernie and Al- 
ice, and their two children, Sandra and Francis 
— making the move from London. Hensher 
then follows the lives of these very real and very 
plausible characters over the next 20 years, 
ending the tale in 1996, just as the nearly two- 
decade reign of the Conservatives was coming 
to an end in theUK. 

Despite being over 700 pages long, THE 
NOTHERN CLEMENCY captivates you as it follows 
the lives of the five children from their 1970s 
suburban childhood and adolescence into the 
1980s when they find themselves young, ambi- 
tious and at university while their families and 
thousands of others were being destroyed by 
the 1984 miners' strike. And finally into the 
1990s when they are young adults trying to 
make sense of their lives that have been shaped 
as much by events of their childhood as the 
changing social and economic realities. And 
through this, he charts the changing fortunes of 
an England that is coming to terms with its 
changed global status and internal social, polit- 
ical and economic upheavals. 

Hensher' gift lies in telling the story of ordi- 
nary lives in an extraordinary manner. | 
Sumati Nagrath 
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scribed as an epic novel, 





presentation or the 
company's next annual 
report? The Quotable 
Tycoon is that wonderfi 
repository of all such 
little things. With around 
700 quotations from 
noted businessmen such 
as John D. Rockefeller, 
Akio Morita, Jack Weich, 
).R.D. Tata and Donald 
Trump, the book is a 
must-have on the 
shelves of any 
businessman who on 
occasion must come up 
with an inspiring word, 
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Ready For All To Come 





The PM's advice 
to employers is 
fraught with the 
risk of bank- 
ruptcies and 
defaults, but the 
government can 
find a solution 
for every 
catastrophe 


THE PRIME MINISTER RECENTLY MET BIG INDUS- 
trialists and other rich people, and gave them 
advice on how to deal with the current crisis: he 
told them not to retrench workers. This is excel- 
lent, selfish advice. If people lose jobs, they may 
not be able to feed themselves; the government 
may have to feed them. They may not be able to 
pay their landlords and may lose 
their homes; the government may 
have to house them. If the govern- 
ment does neither, the unemployed 
may come out on the streets and 
torch government offices. Such dis- 
comforts are best avoided, especially 
if a speech to rich guys keeps the in- 
conveniences away. 
But good advice has other conse- 
quences. Airlines are in trouble; they 
have stopped paying landing charges 
to the Airport Authority and the cost 
of jet fuel to Indian Oil Corporation. 
If these worthy government enter- 
prises ask the airlines, they will tell 
them: the Prime Minister, no less, 
told us not to dismiss workers. We 
2 are not earning enough to pay them, 

but we cannot not dismiss them ei- 
ther. So we have stopped paying you instead. If 
you have a problem with that, go and ask the 
Prime Minister. 

This has got to work; when the chairmen of 
the AAI and IOC go and ask the Prime Minister, 
he is hardly going to say: collect your dues from 
the airlines. And if he asks them to give the air- 
lines credit, that credit has to be financed some- 
how, otherwise AAI and IOC will run out of 
cash. AAI will stop paying its workers; IOC will 
stop paying Saudis and Iranians for oil. AAT 
workers will be out on the streets; the rich oil 
barons will stop oil supplies to IOC. 

But the Prime Minister looks after his own. 
Through his finance minister, he has told banks 
to release more "liquidity"; what he meant was, 
give more credit. AAI and IOC should have no 
problem; if they have to pay their suppliers and 
workers, all they have to do is to go to a govern- 
ment bank such as IOB and UBI and remind 
them of the finance ministers homily. The 
banks, being good slaves of the government, 
will give them unlimited overdrafts. 

But would that not lead the banks to run out 
of money? That should cause no problems, how- 
ever. All they have to do is to go to the finance 


minister and respectfully point out their illiq- 
uidity. He will immediately ring up the governor 
of the Reserve Bank of India. The governor has 
locked up a good deal of the banks’ money in his 
basement; all he has to do is to open doors and 
let the banks carry it away. He has done some of 
that: he has reduced the Cash Reserve Ratio. He 
can reduce it further if necessary. 

There is a limit to the reduction. He can re- 
duce the CRR to zero; he cannot make it nega- 
tive. But that is no problem either. In its days of 
extravagance, the government forced the banks 
to buy masses of its loans; to make sure they 
kept lending to it, it decreed that they must in- 
vest a big chunk of their cash in its bonds. All 
that the governor has to do is to open his SLR 
window where he sells the bonds, and start buy- 
ing them instead. It will be a long time before 
banks run out of government securities to sell. 

And what if the banks find both the CRR and 
SLR windows shut? They just have to go around 
the Governor's palace; they will find other win- 
dows open, called repo, reverse repo and so on. 
True, all that cash they take from RBI will not 
be free; they will have to pay interest on it. But 
then, it is their wont to charge their borrowers 
three or four times the interest they pay their 
depositors. The more they borrow from RBI, 
the bigger their profits will be. 

They may have a slight difficulty, though. 
Their clients can run up overdrafts to pay work- 
ers; there is no reason why they should not run 
up overdrafts to pay interest. But that should be 
no problem. For businesses will spend the 
money they take in overdrafts. When spent, it 
will land up in someone's bank account. Cur- 
rency in circulation is a tiny fraction of money 
supply; the rest is bank deposits. So banks can- 
not run out of cash. If they run short of coins 
and notes, RBI will surely have a window for 
those too. 

But if all those overdrafts create deposits, the 
money people have in their bank accounts will 
multiply. They will feel rich and go and spend it. 
Would that not raise prices of the things they 
buy? Will not inflation go up from 11 to 12, 20, 
120 and 2,000 per cent? i 

That is the best part of it. Prices will rise so 
fast that people had better spend their money 
before it loses value. They will be so busy taking 
money out of banks and spending it that they 
will need no other jobs. The Prime Minister has 
thought of everything. Just do not worry. 
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Your potential. Our passion. 


Microsoft 


Turn your company s qata into 
a new form of energy 


Introducing Microsoft” SQL Server® 2008. Harness the power of the data explosion. The number 
of data formats you have to deal with, along with the sheer volume of data, has exploded 

in the last few years. With new SQL Server 2008, you can harness the untapped power of 
that data explosion by integrating, managing, and delivering that power for your end users 
like never before. See the power you can give end users at SQLServer.co.in 


Microsoft 


2) SQL Server 2008 
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© 2008 Microsoft Corporation. All rights reserved. Microsoft, ‘Your potential. Our Passion’ and SQL Server are the registered trademarks or trademarks of 
Microsoft Corporation in the United States and/or other countries. 
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THE DEALING ROOM 


Monday - Friday, 9 am 


Gone are the days when the slow and steady won the race. Success comes to those 
who make the right moves, way before the rest. For all your business moves, now 
get the bigger picture. Because, when we talk business, WE MEAN BUSINESS. 

Tune in now. 
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Exhibit #5 


Orbit Haven 
On display at Napeansea Road 


A Magnificent 25 storey tower with a one floor - one apartment plan 
offering a panoramic view of the sea from every home 

One apartment per floor of 2750 sq.ft. 

Only stainless steel reinforcement bars used 

Green Building Compliance 

7 Star Health Club with Swimming Pool 

Seismic Resistant Design 

Concierge, International Property Managers and Valets 

Backed by Orbit Assurance™ - 20 years warranty on water proofing, 
soundproof quadruple glazed Italian windows and guaranteed 

on time possession 

Vaastu and Aura conformed homes 


Call +91 22 3044 7000 


Conditions Apply 





Orbit Fine Art Series 


We make living, an art. 


ORBIT 
ORBIT CORPORATION LID 


VISION BEYOND THE OBVIOUS 
www.orbitcorp.com 
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DSP Merrill Lynch Mutual Fund Is Now 
Mutual Fund. 


This change is in line with the global realignment of Merrill Lynchs asset 
management business in 2006 with that of BlackRock. BlackRock is one of the 
largest listed asset management companies in the world, managing assets in 
excess of US$ 1.2 trillion (approximately Rs. 56,00,000 Cr.)* and serving clients in 
over 60 countries worldwide. 


The DSP Group, with a track record of over 140 years, is one of the oldest financial 
services firms in India. 


The increasing rate of change and complexity in financial markets creates a 
distinct advantage for those who can spot opportunity early and react to it instantly. 
At DSP BlackRock Mutual Fund, our combination of experienced professionals, 
powerful technology and global perspective uniquely qualifies us to take 
advantage of these opportunities and offer investment solutions that are 
differentiated by choice, credibility and expertise. 


To know mere visit www.dspblackrock.com or call our toll free no. 1800-345-4499 
*As on September 29, 2008. 1USD@ Rs. 46.94 
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Statutory Details: DSP BlackRock Mutual Fund was set up as a trust and the settlors/sponsors are DSP HMK Holdings Pvt. Ltd. & DSP ADIKO Holdings Pvt. Ltd 
(collectively) and BlackRock Inc. (combined liability restricted to Rs. 1 lakh). The trustee is DSP BlackRock Trustee Company Pvt. Ltd. and the investment manager Is 
DSP BlackRock Investment Managers Ltd. Risk Factors: Mutual funds, like securities investments, are subject to market and other risks and there can be no assurance 
that the schemes' objectives will be achieved. As with any investment in securities, the NAV of units issued under the schemes can go up or down depending on the 
factors and forces affecting capital markets. Past performance of the sponsor/investment manager/mutual fund does not indicate the future performance of the schemes. 
Please read the Statement of Additional Information and the relevant Scheme Information Document and Key Information Memorandum carefully before investing 
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HOW LONG WILL IT BE 
before we privatise 
the military and hand 
the mafia contracts — 
pun intended — to 
take out terrorists? 
Puzzled? Well, con- 
sider this. Despite the 
government’s de jure 
monopoly on civic 
services, de facto we 
have privatised all of 
them. We have priva- 
tised power in the 
form of generators, privatised wa- 
ter supply in the form of tankers, 
and now privatised protection in 
the form of private security agen- 
cies patrolling our streets. 

It is natural, you say. Since our 
state is too gutted to provide even 
essential services, people are mak- 
ing their own arrangements. Rich 
companies and communities eve- 
rywhere do the same, and George 
W. Bush has been ‘privatising’ the 
US military for years. But the ex- 
tent to which Indian citizens are 
left to fend for themselves does not 
augur well for the nation. Increas- 
ingly, even middle-class people are 
insulating themselves from main- 
stream society and living in co- 
coons — in private homes powered 
by private generators within pri- 
vate compounds with private roads 
and parks with private guards al- 
lowing in only private water 
tankers and private doctors and 
shepherding out private cars carry- 





imited 

ing kids to private 
schools and parents 
to private clubs. 

The social discon- 
nectedness of such 
‘privatised living’ en- 
genders dangerous 
trends. It encourages 
‘black money’ as peo- 
ple who receive no 
services from the gov- 
ernment loath to pay 
taxes. More impor- 
tantly, when wealthy, 
empowered people simply remove 
themselves from social /civic/public 
problems, they cease to pressure 
the state to provide the services the 
poor so desperately need. 

The finance minister, who is ask- 
ing companies to cut prices, should 
note that the burden of creating 
civic services is one reason Indian 
companies have high costs. Yet, he 
and other ministers are doing noth- 
ing to correct this. Companies set- 
ting up plants are increasingly hav- 
ing to build their own power plants 
and roads, sometimes even ports! 

Libertarians may adore this in- 
creasing irrelevance of govern- 
ment. But their idiocy is apparent 
in a world now dependent on gov- 
ernment bailouts. There are cer- 
tain functions — health, education, 
public spaces and, yes, security — 
that only a state can truely provide. 
While we applaud the private firms 
stepping up te protect us, we 
mourn the reasons they flourish. 


phy tlt 


jehangir s. pocha, editor 
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Rank Performance 


At a time when banks have become the fall guys — in both 
senses of the term — your effort to size them up was 
interesting (The BW-PwC Banking Survey 2008; BW, 24 
November). What was startling was that Citibank India 
turned up to be the leader among private banks. It shows 
the wide gap between public perceptions and hard facts. 
But what was disappointing was that you had provided no 
single measure of comparison. On careful study, it could be 
gleaned that the best new private bank Axis Bank’s score of 
2.79 was almost three times better than the best PSU bank, 
Bank of India’s 7.51. And better than even the top foreign 
bank, Citibank. I am at a loss to understand why it is left to 


MIR WEF 
INDIA 
ECONOMIC 
SUMMIT: 


Securing India s 
growth 


odis 
e A risk-quotient survey 





WRITE IN AT 
bweditor@abp.in 
or post us on 


www.businessworld.in 


e the need tor reforms 


Leading The Way 

It comes as no surprise that Axis Bank has 

topped the banking survey. It has never been 

in the news for wrong reasons, and that has 

gone a long way in building its credibility. 
Srinivasan Umashankar, Nagpur 


New Innings 
Your assessment of Subhash Chandra’s Indian 
Cricket League was impartial (‘Playing For A 
Draw, BW, 17 November 2008). In a country 
of more than a billion people passionate about 
cricket, finding 50-60 cricketers of inter- 
national calibre will not be a big problem. But 
in the licence raj of the Board of Control for 
Cricket in India (BCCI), only a handful get to 
play international cricket. (IPL's) Lalit Modi's 
arrogance has already caused Sri Lankan 
cricket board to hit out at BCCI, and soon other 
international cricket boards might follow suit. 
Sanjay Ranade, Pune 
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a reader to draw such obvious conclusions, and that too 
after shuttling between methodology and rankings. 


Sunidhi Sapru, Mumbai 


Obamania Overdose 
I agree with Jesse Jackson that “there is so 
much hope riding on one man that it’s crazy” 
(‘Change In The Air, BW, 17 November 
2008). Are we not going overboard in singing 
paeons on the US President? Why is India on 
tenterhooks about his next move? The Prime 
Minister has already embarrassed us by 
publicly declaring India’s love affair with 
George W. Bush. We have had enough of 
Obamania in the past few months. It is better 
that we put our own house in order first 
rather than thinking “will he, won’t he?” We 
are inadvertently subscribing to the concept 
of “international policeman’. When the largest 
democracy of the world (and an emerging 
economy if you please) is pinning its hopes 
on acceptance by US President, then it is a 
matter of serious concern. 

Seema Malik, on email 


Helpless PM 


I am amazed at the helplessness shown by 
Manmohan Singh and Finance Minister-in- 
waiting Montek Ahluwalia. Here is what A.B. 
Vajpayee would have done if he was at the 
helm: instead of cutting interest rates, he 
would have pumped in money on 
infrastructure — and provided jobs for quite 
a number of people, whether Biharis, 
Maharashtrians or Sri Lankan Tamils. 

K. Sundararaman, Chennai 


Letters may have been edited for brevity. 
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Indias private security agen- 
cles employ more people than 
the entire police force, and is 
growing at a frenetic pace. 


[2 Private Betrayal 
Private firms walk out of core projects, 
leaving the government in a lurch. 


Tracking The Tracker 


A new index fund scheme is a bold move 
in a bearish stockmarket. 


lO Finding A Way 
Google's latest version of Chrome 
seeks to fix security concerns. 
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Dark Side 


Indias performance on the global corrup- 
tion index shows little improvement. 
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An import embargo takes the shine off the 
diamond polishing industry. 


Z6 Natural Miseries 
Congos abundance in minerals has 
prolonged its civil wars. 
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Eco-friendly computer products that save 
power are becoming increasingly popular. 


60 Catchy Smile 


Sony's CyberShot T77 promises to keep you 
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Audi's much-acclaimed racing car R8 
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The Nobel laureate and anti-apartheid 
activist talks about Obama and Adiga. 


COLUMNS 
22 Ashok V. Desai 


The present crisis is a golden chance to help 
our neighbours and forge new relationships. 


30 Nayan Chanda 


Approaches to solve the global economic 
crisis remains local. 


BW & YOU 
O6 FEEDBACK 
66 BW OPINION 


Cover Design by Jyoti Thapa Mani 
Photograph: Sanjay Sakaria 





1 DECEMBER 2008 1 0 BUSINESSWORLD 






years Standard eec 
Lis Sir Chartered Sy 





STEERING BUSINESS WHILE SERVING COMMUNITIES 
pm 


> 


Sa 


STRIKING THE RIGHT BALANCE FOR OVER 150 YEARS 
PERSONAL BANKING | SME | PRIVATE BANKING | WHOLESALE BANKING | WWW.STANDARDCHARTERED.CO.IN 


INFRASTRUCTURE 


Developers’ Blackmail 


Private firms 
walk out of 
projects, 
leaving the 
government 
in a lurch 


GROWTH-ORIENTED: 
The government has 
provided innumerable 
sops to private firms to 
improve infrastructure 
such as airports 





PRIVATE PROMOTERS 
of airports, power 
plants and road proj- 
ects are holding the 
government to ran- 
som, extracting innu- 
merable sops for vari- 
ous infrastructure 
projects. 

However, despite 
taking advantage of 
the financial benefits, 
GMR and GVK — pri- 
vate firms developing 
the Delhi and Mum- 
bai airports — have 
expressed their inabil- 
ity to complete the 
airports by the 2010 
deadline and are seek- 


ing further relief. 

While aviation 
ministry officials al- 
lege that this is tanta- 
mount to “blackmail- 
ing" the government, 
analysts feel the high 
proportion of revenue 
sharing with the gov- 
ernment, high capital 
expenditure and lack 
of liquidity are re- 
sponsible for the cur- 
rent situation. They 
also say the compa- 
nies are well within 
their contract agree- 
ments. “In the ab- 
sence of a regulator, it 
is a delicate situati- 


on, says Kapil Kaul, 
CEO of Centre for 
Asia Pacific Aviation. 
Also, private firms 
such as GMR, Re- 
liance Infrastructure 
and L&T have with- 
drawn from 30 road 
projects. Vijay Vanch- 
eswar, vice-president 
of GMR Group, says, 
"We have withdrawn 
from a few projects 
that were not com- 
mercially viable.” But 
one could argue that a 
viability study was 
done by these compa- 
nies before they 
signed the contracts. 
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The government, 
however, seems to be 
bending backwards. 
The finance ministry, 
for instance, recently 
discussed whether it 
should set an interest 
cap for infrastructure 
sector loans and 
bear the rest of the in- 
terest cost. The ques- 
tion is whether all this 
effort by the govern- 
ment will translate 
into availability of 
good infrastructure in 
the country, at afford- 
able rates to the 
Consumer. 

M. Rajendran 


billion. The amount of foreign exchange reserve India lost in the past two months, according to RBI. 
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“Democracy is taking its roots. People 


Lm want change and a government that will bring that." 





STOCKMARKET 


Bold Move 


A new index 
fund based 
on 500 
stocks holds 
promise for 
investors 


RIGHT DIRECTION: The 
new index fund will 
track the NSE S&P 

CNX 500 





ICELAND LOAN FREEZE 


AT A TIME WHEN MUTU- 
al funds (MFs) are 
reeling under the im- 
pact ofthe financial 
crisis, Benchmark Mu- 
tual Fund (Bench- 
mark) has dared to 
launch a broad-based 
passive index fund, 
representing the Na- 
tional Stock Exchan- 
ges S&P CNX 500. 
The fund is currently 
open for subscription 
and is being marketed 
on the USP that it will 
save investors the 
trouble of sifting 
through MFs to get a 
broad equity exposure. 
Benchmark claims 
that mirroring the 
S&P CNX 500 index 
will enable them to 
cover all market seg- 
ments, themes, invest- 


While International Monetary Fund has 
already approved loans for Hungary and 
Ukraine to help them tackle financial 
turmoil, Iceland is yet to receive the $2.1 
loan announced on 24 October 


Source: IMF *Pending 





$16.5 bn 


$15.7 bn 


Bloomberg 
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ment styles and 
sectors through a 
single fund. 

“Though interest- 
ing, liquidity problems 
in buying and selling 
500 stocks and conse- 
quent tracking error 
issues can be present,” 
says Dhirendra Ku- 
mar, CEO of Value Re- 
search. “Currently, the 
universe of stocks 
across all equity 
schemes of MFs is 
about 700; three years 
ago it was just 240.” 
Benchmark MF, 


| POLITICS 


which specialises in in- 
dex exchange-traded 





President-elect 
Barack Obama is 
getting closer to 
naming Senator 
Hillary Clinton as 
his secretary of 


funds and index funds, state. Sources say 
is not worried. “The serious progress 
weightage of 400 has been made in 
stocks ofthe index not the talks between 
being more than 20 the two, leaving 
per cent will keep the both Obama and 
overall impact cost lev- Clinton increasing- 
els manageable and ly optimistic about 
yet offer the choice- the appointment. 
less diversification that Her credibility 
investors are seeking,’ would be a huge 
says Sanjiv Shah, exec- plus as Obama 
utive director at seeks to rebuild 


Benchmark. Quite a 
brave move that. 
Rajesh Gajra 


the US's relations 
with its allies. 





SEXING UP POLITICS 


Sex, let us enjoy it and not hide 
behind guilt — is what Australia's 


. newest political party, the aptly 


named Australia Sex Party (ASP), 
is telling the world. 

Launched on 20 November, 
the ASP's slogan is blunt: "We 
are serious about sex." 
"Economic, social welfare, 
environmental and even defence 
policies have got lots to do with 
sex and sexuality," the party 
believes. 

While India's puritanical 


political parties may shudder at 
the idea, the Australian Sex 
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Party's convenor Fiona Patten, 
who is also the chief of Eros 
Association — the national adult 
retail and entertainment lobby 
group — says the government 
should promote sex education 
instead of censoring sex with 
internet filters and the like. 

Does the party have any brand 
ambassadors? Patten told BW, 
“We would very much like Mr 
Shane Warne's (Australian 
cricketer) support and he 
obviously has an interest in sex, 
so why not!" 

M. Rajendran 


OnPoint 


DANGEROUS 
WATERS 


Pirates have 
anchored the 
hijacked Saudi oil 
tanker Sirius Star 
off the Somali 
coast, as the spate 
of hijackings 
gathered pace with 
two more ships 
seized on Tuesday. 
The tanker — one 
of the largest ships 
on the seas — 
owned by Saudi oil 
firm Aramco, is 
carrying more than 
$100 million worth 
of crude oil 


INTERNET 


Search 


Google’s third 
version of 


snags 


ARE BETA VERSIONS OF 
software as good as 
what they are made 





Chrome cvtto be? Search 
à giant Googles latest 
seeks to fix foray called Chrome, 
security a Web-based browser 
similar to Microsoft's 
CONCeFNS Internet Explorer has 
several problems. A 
user is unable to log 
on to websites such 
Goegle wWeaoan te Geog Chrome ‘= 
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as Facebook, 
Microsoft as well as 
Gmail. There are also 
other serious security 
Issues while browsing 
the internet with 
Chrome. After 
Google discovered 
these shortcomings, 
it released the third 
beta version of 
Chrome, in 
September to fix the 
security vulnerability. 
Google shot into 
action after a 
7ietnamese security 
researcher working 
for a company 
incubated at Hanoi 
University, discovered 
that any hacker could 
gain access to a PC 
running the Chrome 
browser, which in 
industry parlance 
is called buffer 
overflow bug. 
Venkatesh G. 
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Unexpected Sale 


JUST AFTER ONE SEASON OF IPL, SOME OF ITS 
team owners are hawking bits of their 
franchises. While Manoj Badale and 
associates, owners of Rajasthan Royals, 
are out to encash their good fortunes, the 
Hyderabad franchise owner Deccan 
Chronicle, is trying to yank some of its 
investment to help its media business. But 
the biggest surprise is Mukesh Ambani 
selling a piece of his Mumbai franchise to 
Deutsche Bank executive Anshu Jain. 
Feroz Ahmed 


Fixing the world’s largest atom smasher — the Large Hadron Collider — may cost at least 
$21 million (about Rs 105 crore). The repairs would be completed by May or early June 2009. 
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Cities that consume 30% less energy"? 


As a leading producer of energy-efficient solutions, ABB helps 
deliver major power savings, without compromising performance. 
Our lighting control systems can deliver power savings of 

up to 50 percent, and our building automation up to 60 percent. 
While everyone else is talking about energy prices, power 
shortages and climate change, ABB is doing something about it, 
right here, right now. www.abb.com/energyefi 








MEDIA 


SOUTHERN ALLIANCE 


STAR IS FINALLY ALL 
set to get a large slice 
of the south-Indian 
market. It has taken a 
majority stake in a 
joint venture (JV) with 
Rajeev Chandra- 
sekhar-promoted | 
Jupiter Entertainment, 
which owns a slew of 
south-based channels 
such as Malayalam 
Asianet and Kannada 
Suvarna. Star has 80 
per cent stake in the 
JV. Star Jupiter will 
now own Asianet 
Communications as 
well as all its 
broadcasting brands. 
The Tamil language 
channel Star Vijay, 


The Tata 
Group finds 
a unique 
way to beat 
high real 
estate costs 


USING EXPERTISE: 
The company is creating 
a mall management 
entity through its retail 
venture Trent 





TRIBHUWAN SHARMA 





which it acquired 
from Ronnie 
Screwvala in 2001, 
will also become part 
of the new firm. “This 
acquisition route will 
help us gain scale in 
the south markets 
quickly,” says a Star 
spokesperson. Star’s 


RETAIL 


regional plans gained — 


strength only after 


Rupert Murdoch paid _ 


a flying visit to the 


country two months — 


ago and blessed 
them. With the 


Asianet platform, Star - 
can now successfully ` 


challenge both 
Kalanidhi Maran’s 
Sun TV network as 
well as the 
Hyderabad-based 
Eenadu Group. 


Star will, however, — 


have to learn to 


sidestep heavyweight ` 


southern politicians 
with stakes in media 
organisations. 


New Routes 


WITH THE ECONOMIC 
slowdown failing to 
bring down real estate 
prices, Indian retailers 
are seeking partner- 
ships with developers 
to turn profitable. But 
the Tata Group has 





found a different 


formula to expand its 


retail business. 


The group is in the 


process of creating a 
new mall manage- 
ment company that 
will buy new real 
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estate properties 
through its retail 
venture Trent. The 
new company will 
attract investments 
from private equity 
players offering them 
the real estate route to 
invest in retail. 

This will not only 
help the group expand 
its own retail 
business, but will also 
allow it to lease out 
space to other 
retailers. 

Trent currently 
runs its business in 
the hyper store format 
— with the apparel 
store called Westside, 
bookstore Landmark 
Books and the food 
and grocery store 
called Star Bazaar. 

Trent has 30 
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Westside and four 
Star Bazaar stores in 
the country and is 
expanding slowly. 

Earlier this year, 
the company 
announced a 
franchisee model 
strategy to expand to 
tier II and tier III 
cities. With the new 
mall management 
company, Trent could 
get a larger pie of the 
country's retail 
business, which is 
grappling with losses 
resulting from low 
demand. 

In running its 
retail business, the 
Tata Group, though 
slow, has certainly 
refused to follow 
the herd. 

Vishal Krishna 
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billion. The annual revenue target the Indian unit of General Electric is expecting to achieve by 2010. 
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success is out there. 
Is your bank? 
CON SC Q 


m/commercial The world's local bank 








Issued by The Hongkong and Shanghai Banking Corporation Limited. Incorporated in Hong Kong SAR with limited liability. 
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Fianchetto The week s strategic moves and the movers who made the 





Going slow 

The countrys largest 
real estate developer, 
DLF, admitted it has 
sacked some of its 
employees, and put 
on hold some of its 
projects. “In hotels, 
residential and 
commercial, every- 
where, (we have) 
deferred them 
because of lower 
demand and liquidity 
crisis, Chairman K.P. 
Singh said, adding 
that high interest 
rates have taken a 
toll on demand. 











Cash infusion 
Hyderabad-based 
SKS Microfinance 
has raised $77 
million (Rs 366 
crore) from private 
equity funds. Sand- 
stone Capital was 

the lead investor, and 
also included existing 
SKS investors 

Kismet Capital and 
SVB India Capital 
Partners. 


Toyota Prius's India 
debut put on hold 
Toyota has put on 
hold the India launch 
of Prius, its popular 
hybrid vehicle. The 
company cited issues 
such as infrastruc- 
ture, high duty 
structure and 
inability to launch at 
a competitive price as 
some of the reasons 
for the decision. 
Toyota was looking to 
launch the car in 
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2009 at Rs 20-22 
lakh. Rival Honda 


recently cut the price 
of its Civic Hybrid to 
Rs 13.36 lakh. 


Global layoff 


Vikram Pandit-led 
Citibank has said 
that it is cutting 
about 52,000 more 


jobs globally. It has 
already axed 23,000 
jobs this year in an 


attempt to offset 
losses of about $20 


billion. Citigroup has 


about 352,000 


Novembes o The Asian M&A Ina Vet saw 6,947 deals worth 
$283.76 billion as on 17 November. China emerged as the largest market in 
the pen with 2, 316 deals worth $79. 68 billion. 






Top Indian deals 





Tata Teleservices 


SKS Microfinance 


Mena Healthcare 


Giridharilal-Sugar Milling 


Champagne Indage 
Goldstone Infratech | 
V3 Controls | 
Woolite Mercantile 
Shree Üm Trades 

DLF Assets 


. Figures for 2-15 November 2008 


NATION DEAL SIZE 


(SM) 

India NTT docomo Japan 2,654.8 
| India | Sandstone Capital US 114 
| UAE — SRL India 20.0 

India | Olam International . Singapore ` 9.9 
. India | Arisaig Partners (Asia) Singapore 43 
x India | Goldstone Exports India | 35 
India Gefran SpA Italy 02 
| India Umesh P Chamdia India 0.1 
| India | Investor Group | India 0.0 
| India | Symphony Capital Partners UK NA 





employees currently. 
However, Citibank 
India has said the 
global job cuts would 
have only a limited 
impact here. 


Accounting norms 
The Government 
Accounting Stan- 
dards Advisory Board 
of India has decided 
to examine the need 
for adoption of 
International Public 
Sector Accounting 
Standards (Ipsas) for 
government accoun- 


BLOOMBERG 


ting in India. The 
move would help 
improve user- 
friendliness and 
timeliness of govern- 
ment accounts. The 
decision is crucial as 
the Institute of 
Chartered Accoun- 
tants of India has 
decided to adopt 
International 
Financial Reporting 
Standards for the 
corporate sector. 


Yahoo CEO search 
Yahoo has announced 
that Jerry Yang will 





ET him Markets 


No. of deals 


1,200 








Malaysia 
em ^ 
o_o 


| m Pili 


1,600 


Singapore 


2,000 2400 2,00 


China 


700 Hong Kong 


South Korea 


No. of deals 
II] deal value 


ae zm 
5.75 
0 10 20 30 40 50 60 70 80 
Deal value in $billion 
Figures for ! January-17 November 2008 


1 DECEMBER 2008 | 8 BUSINESSWORLD 





step down as chief 
executive as soon as 
the board finds a 
replacement. Yang, 
40, will return to his 
former role as ‘Chief 
Yahoo, focusing on 
strategy and 
technology. Analysts 
say that his departure 
may be a precursor to 
new talks with 
Microsoft, which had 
withdrawn its $47.5 
billion buyout offer in 
May after Yahoo 
rejected the bid. 


Green pastures 
Wind-power 
equipment maker 
Suzlon Energy is 
planning to venture 
into the solar energy 
sector. Chairman and 
Managing Director 
Tulsi R. Tanti said the 
company had already 
identified sites in 
Rajasthan and 
Gujarat for setting up 


heey u 
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SANJIT KUNDU 


No. of deals 








solar power plants, 
and that only 10 acres 
of land was required 
for 1 MW of solar 
power generation. 


Pepsi ends US ties 
with BBDO 

PepsiCo has decided 
to end its relationship 
with advertising 
agency BBDO, which 
began in 1960, by 
shifting its key US 
accounts to other 
Omnicom Group 
companies. The Playa 
del Rey, Los Angeles- 
based TBWA/Chiat/ 
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Day will now handle 
the Pepsi brand. And 
Arnell Group will be 
its design agency for 
projects centred on 
brand identity and 
packaging. The com- 
pany said its ties with 
BBDO outside the US 


would not be affected. 


Motherboard 
designed for India 
ASUS, one of the 
leading manufac- 
turers of IT products, 
is now designing 
computer mother- 












mL DEM 





boards especially for 
the Indian market. 
The companys latest 
motherboard, the 
ASUS P5KPL-AM 
PS, features an anti- 
surge protection 
technology that 
regulates the power 
being supplied to 
the motherboard 
and CPU. This 
eliminates the risk of 
damage from power 
fluctuations — a 
common occurrence 
in the country. 


Indigenous drive 
Maruti Suzuki India 
said it plans to roll 
out its first 
completely made-in- 
India car in the next 


Top Asian deals 


ACATITI 





BIVASH BANERJEE 













“We have 
started the ground 
work to launch a car 
which is conceived, 
designed and 
developed fully in 


four years. 


India,” Maruti Suzuki 
India Managing 
Executive Officer 
(Engineering) I.V. 
Rao said. The 
company on Tuesday 
launched the fifth 
global model of 
parent Suzuki, the 
A-Star, in the Indian 
market at an 
introductory price 
of Rs 3.47-4.12 lakh. 





NATION DEAL SIZE 





(SM) 
PCCW | Hong Kong Investor Group Hong Kong 4,672.70 
.. Tata Teleservices India NIT docomo Japan 2,654.80 
: š AO BTA Bank Kazakhstan  Samruk-Kazyna Fund Kazakhstan 2,300.00 
x CITIC Pacific ‘Hong Kong CITIC Group China 1,500.14 
Yunnan Salt & Chem Ind China — YunnanYuntianhua China 989.87 
— Halyk Savings Bank Kazakhstan Samruk-Kazyna Fund Kazakhstan 500.00 
_ China Cord Blood Services China Pantheon China Acquisition China 336.12 
: - A0 Kazkommertsbank Kazakhstan Samruk-Kazyna Fund Kazakhstan 300.00 
: - Doosan Techpack Co. South Korea MBK Partners | South Korea 293.60 
- Semiconductor Mfg Inti China Datang Telecom Tech China 171.86 
(Figures for 2-15 November 2008 
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Quick Take 





Is the fall in inflation rate reflecting 
in lower retail prices? 


We asked.. s Ameet Nivsarkar, V-P, Nasscom; Arghya Roy, product manager, Matrix Asset Management; Bhavin 
Turakhia, founder & CEO, Directi; Christopher Doyle, country head, EIU; Debashish Shyam, assistant V-P, USL; Hemant Kalbag, 
principal, AT Kearney; James MeCormac, MD (sovereign ratings, Asia Pacific), Fitch Ratings; Madan Sabnavis, chief economist, 
NCDEX; Manoj G. Tirodkar, chairman & MD, GTL; Partha Mukhopadhyay, senior fellow, Centre for Policy Research; Rajan D. 
Gupta, partner, FoxMandal Little; Rukshaan Krishna, owner, Strand Art Room; Milind Sarwate, chief, HR & strategy, Marico. 





T There will be no tangible is do My pocket feels as dented as it ét Retailers are not passing on 
evidence till fuel prices come down was three months ago when the benefit of lower prices to 
in line with crude rates. $8 inflation was going up. 45 consumers as yet. 99 
Ameet Nivsarkar, vice-president, Arghya Roy, product manager, Christopher Doyle, country head, 
Nasscom Matrix Asset Management Company Economist Intelligence Unit 


YES BEGAUSE: The demand is softening and prices of major components are falling in 
absolute terms. Inflation data published by the government does reflect a fall in the prices of goods and 
services. The fall might not be across the board, but prices are cooling down in some areas and the 
remaining areas will follow suit sooner or later. The 'Weighty' items in Wholesale Price Index (WPI) — 
especially fuel and commodities — have been bearish. Fiscal measures taken by the government have 
worked and the global crisis of business confidence may also be leading to demand contraction. The 
real feeling of a fall will, however, come only when the Consumer Price Index (CPI) registers a drop. 
That may take some time. The rigidity of retail prices may delay relief for the consumer. 





NO BEGAUSE: Retail prices usually lag behind the trend in the wholesale market. Inflation 
numbers at the retail level has not gone down yet. Inflationary pressures have been dampened by the 

N O sharp fall in commodity prices across the board, and base effects from high prices earlier this year and, 
more fundamentally, by the downturn in demand. However, retailers are not passing on the benefit of 

O lower prices to consumers as yet. And though the rate at which prices are increasing may have declined, 
60 /o there will be no tangible evidence to the citizen till fuel prices come down in line with global crude 

rates. Inflation rate is computed on the basis of WPI, which does not reflect retail prices and even the 
methodology used does not adequately capture the rise in prices. 


MAYBE BEGAUSE: Lower inflation figures does not mean a price cut in goods and 
services across the board. Hence, it is natural for consumers to feel that prices are still up or marginally 
going up despite lower inflation numbers. The figures are indicative of a lowering pressure, not 
essentially of a price revision. There is a possibility of a benign inflation setting in, though the caveat is 
that this is from an 'average' perspective, as there may be sharp divergent trends across consumer 
sectors. The inflationary expectations have definitely come down, but what is more worrying is the high 
interest rates and slowdown expectations from both consumers and big business. It is only when 
manufacturers decide to cut prices of their products that the real effect will come through. 
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How can we deliver 
cleaner energy today? 


The Siemens answer: An efficient energy conversion chain with the world's 
most efficient combined cycle gas turbine, saving up to 40,000 tons of CO». 
Delivering environmentally friendly energy means: generating and transmitting power more efficiently while enabling a reliable 

distribution. Being the only company worldwide that offers solutions covering the entire energy conversion chain, we develop 


innovative ways to reduce emissions: for instance our newest gas turbine which will enable the combined cycle plant in Irsching, 
Germany to save up to 40,000 tons of CO: per year while powering a city of 3 million people. www.siemens.com/answers 


Answers for the environment. 
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From Global 
To Local 


by ashok v. desai 


THE G20 MEETING IN WASHINGTON WAS A GOOD 
photo opportunity. The sun setting on 
George W. Bush’s Presidency provided a soft 
glow for the cameras. The opportunity to 
talk was not unimportant. But the average 
leader had less than an hour to have his say; 
in that long-winded crowd, no conclusions 
could have been reached, except for a deci- 
sion to talk more later at greater leisure. 
Such international meetings suit our Prime 
Minister, and give his kitchen cabinet free 
trips and a respite from domestic worries. 
More talks will follow, more official confabu- 





in Kashmir terrorists, and called for priority 
to improvement of Indo-Pakistani relations 
over Kashmir. Zardari has a reputation for 
going overboard; his offer to hug “gorgeous” 
Sarah Palin was memorable. But Pakistanis 
have bigger worries than Kashmir; this is a 
good opportunity to wean them from the 
Indophobia they were born with. One way 
would be to extend them credit of a few bil- 
lion dollars to spend on Indian goods and 
services. It would be pure aid since it is un- 
likely to be ever returned. But it would be 
worth while if it was accompanied by a sig- 
nificant opening of trade relations. Pakistan 
is suffering from a grave foodgrain shortage 
at a time when we are about to harvest an 
embarrassingly large crop — second within 
six months. The government is going to 
spend crores buying up the surplus for which 
it will have no use in the foreseeable future; 
there is no harm in giving Pakistan some of 
it. Machinery made in India costs a fraction 
of western equipment Pakistan is used to 


lations will be held, more working groups There is a buying; opening up a market for it at a time 
ett MA “hela QUE. Uii b golden — 77 is good idea, We should insiston a 
more vi i i 
undertaken. Meanwhile, however, this is a opportunity considerable dismantling of the high trade 
u sr w: k bet erini sgn Tadias 
itably spend some time at home attending i goods in ion of i c itments. 
our neighbours. nel hbour S And we should encourage Indian companies 
Š 8 p 

Our westerly neighbour is in the throes of and forge to go and shop in Pakistan; the more they do 
an economic crisis. It is reminiscent of the : so, the more money Pakistan will have to 
crises we used to have almost once a decade new, cordial spend in India. 
until the 1991 reforms; since then, rising relationships This is also a good time for an initiative in 
capital inflows have left us with mountains Ë Sri Lanka. Its army has been surprisingly 

with them 


of foreign exchange despite a yawning cur- 
rent account deficit, and three years of 9- 
per-cent growth have left the country bask- 
ing in glory. Meanwhile, inflation in Pakistan is raging at 
over 30 per cent per annum, its exports have declined, and 
lack of a decisive government has left its public finances 
shattered. Like our own, the government of Pakistan subsi- 
dized oil consumption during the years of high prices; that 
led to a yawning budget deficit. The cost of the subsidies fell 
on and bankrupted its electricity authority and led to a real 
power crisis, apart from the virtual one following General 
Musharraf's dismissal of Supreme Court judges. Pakistan 
tried to buy breathing space by selling public enterprises to 
foreign investors. But its newly elected Parliament stopped 
that. Pakistan has been talking to International Monetary 
Fund, but it could not accept the tough reforms the Fund 
called for. It has for now been baled out by Saudi Arabia, but 
that is the last patron left, and its patience too is running out. 

As its economic woes have grown, Pakistan’s hostility to 
India has declined. President Zardari even called militants 


successful against the Tamil insurgents, who 
may well be overrun in a matter of months. 
Despite President Rajapakse’s assurances, 
the Tamil people remain vulnerable to the war and to the Sri 
Lankan army. The government of India has responded by 
throwing a few hundred tons of food at them. That is grossly 
inadequate and unimaginative. People do not live on rice 
alone. Decades of war have devastated the Tamil northeast; 
its infrastructure and social services need to be rebuilt. 
Power supply has collapsed; India should offer a power sta- 
tion. It should build schools and hospitals, and man them 
with teachers and doctors. It should build roads and bridges. 

Much action awaits us in our neighbourhood; and it is all 
in the area of economic policy. Now that the Prime Minister 
has taken the reins of economic policy in his own hands, he 
should take a good look at our neighbours and, to use a 
favourite phrase of his, think out of the box. 





The author is Consultant Editor of Businessworld. 
ashok.desai@gmail.com 
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NOKIA 
Eseries 
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New Nokia E71 with Switch Mode makes it easy for you to L I. «i Stas. sinant ir 


switch between work and play simply with the touch of a ee nd Late sa 
button. Attend to your work email, business strategy Se ee - | 
meetings, corporate presentations or enjoy music, chat with 

friends, click pictures or explore the city using GPS, at your 

will. Work and play or vice versa, do whatever you choose. 


IAHE su ni: . 
New Nokia E71. Designed for the way we work. LS 
www.nokia.co.in/waywework 
@ Nokia 2008. 


Available at: N DKIA "^er" and other Nokia Outlets | NOKIA Care EIE 3838 | To know more about your Nokia, register at ETA re TTT 


Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty is applicable only for phones imported/manufactured 
by Nokia India Pvt. Ltd. #For assistance on Nokia products and services, call Nokia Care. Add STD code when dialling fron nnectior 


4 
34.200€ 








Corruption 





_ DARK PATCHES | 


Counter 


by Rajesh Gajra 





| Transparency International’s corruption index rankings indicate India is | 
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“Corruption Perceptions Index of Transparency international (T1) 
Ranks go from 1 to 180 with 1 being least corrupt and 180 most corrupt, scores go from 1 to 10 with 1 being 


most corrupt and 10 being least corrupt 


Global 


spotlight 


on corrup- 
tion does 
not make 
India proud 


Source: Ti 


TRANSPARENCY INTERNATIONAL (TD, A GLOBAL 
civil society organisation fighting corruption, 
recently released its 2008 global corruption 
perceptions index (CPI). TI's CPI measures 
country-wise public-sector corruption levels 
through surveys in 180 countries. CPI for 2008 
showed continuing high corruption in low- 


income countries and a slippage among wealthy 


countries. India has hardly come out with flying 
colours (see “Dark Patches’). 

"This does not come as a surprise” says 
Arpinder Singh, executive director of forensic at 
KPMG India. “Our survey revealed that over 60 
per cent of the companies in India were in the 
dark on anti-corruption laws" KPMG's India 
Fraud Survey Report 2008, which incorporated 
feedback from 1,000 organisations in India, 
also revealed that 28 per cent of respondents re- 
sorted to bribery either in a 'business as usual 





manner or ‘when faced with situations’. 

TI is upset over the deteriorating moral stan- 
dards globally. “The continuing high levels of ` 
corruption plaguing many of the world's soci- 
eties amount to an ongoing humanitarian dis- 
aster, said TI Chairperson Huguette Labelle in 
a recent press note. In the US, the 30-year-old 
Foreign Corrupt Practices Act (FCPA) lays out 
the rules and fines for attempts to bribe foreign 
government agents by American firms and their 
global subsidiaries. A KPMG US survey of 103 
FCPA-compliance executives, however, shows 
that FCPA was more of a paper tiger. US compa- 
nies were far from being up to the mark in desist- 
ing its foreign subsidiaries from bribing govern- 
ment officials. Eighty two per cent of 
respondents found it ‘very’ or ‘somewhat’ chal- 
lenging to go thorough due diligence on foreign 
agents and third parties. India again got atten- 
tion for the wrong reasons in this survey; 84 ` 
per cent strongly believed that Indian busi- ` 
nesses pay bribes, euphemistically called facili- 
tation payments. 

Some US companies such as Dow Chemicals 
and Xerox, which have operations in India, 
have actually faced action back home for FCPA 
violations. In February this year, the US De- 
partment of Justice levied a $300,000 (Rs 1.5 
erore) penalty on Pioneer Friction, a wholly- 
owned subsidiary of US-based Westinghouse 
Air Brake Technologies (Wabtec) for bribing of- 
ficials of the Indian Railway Regulatory Board. 
Pioneer, a brake blocks seller in the railway 
equipment market, made illegal cash payments, 
between 2001 and 2005 — to the tune of 
$137,400 — to Indian Railways officials to get 
their sealed bids in tender process approved 
and to maintain continued business operation. 
In the same case, the US Securities and Ex- ` 
change Commission (SEC) settled with Wabtec 
for a disgorgement of profits of $288,000 anda 
penalty of $89,000. 

In September 2007, SEC fined Chandra- 
mowli Srinivasan, president of AT Kearney, an 
Indian subsidiary of US-based Electronic Data 
Systems, for bribing senior officials of two semi- 
government energy companies — to get con- 
tracts and to prevent cancellation of existing 
contracts. The fine was about $720,000. 

Corruption in some Indian states is more 
alarming than the rest. À joint study by TI India 
and Centre for Media Studies on corruption in 
the country in June this year showed Assam, < 
Bihar, Goa, Jammu & Kashmir, Madhya 
Pradesh, Nagaland and Uttar Pradesh as the 
most corrupt. India needs to clean up its act to 
get rid of its image as a highly corrupt country. 
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INSTITUTE 0F MANAGEMENT, CHENNAI 


DISCOVER GLOBAL POTENIIAL 


Admissions Open - Post Graduate Program in Management 2009-10 


Great Lakes Institute of Management, founded by Prof. Bala V. Balachandran, Eligibility Criteria for Admissions - PGPM 2009-10 
J.L. Kellogg Distinguished Professor of Accounting & Information Systems, in its fifth 
year is the fastest progressing B-School in India. Great Lakes offers a one-year Post 
Graduate Program in Management that instills a global outlook enriched with cross 
cultural values. 


The Edge: Application Procedure 











æ One-year fast-track, residential Program. 

= High Powered Business Advisory Council comprising of prominent business 
heads like Mr. Ratan Tata, Mr. Kumarmangalam Birla, Mr. Jamshyd N. Godrej, 
Mr. Ramadorai & Mr. Narayana Murthy. 

s Academic Advisory Council comprising of leading academicians like 
Dr. Philip Kotler, Dr. Aswath Damodaran, Dr. Raghuram Rajan, 
Dr. Finn E. Kydland, Dr. Seenu Srinivasan amongst others. 

= Luminaries who have visited Great Lakes include the likes of Dr. Philip Kotler, 
Mr. Ratan Tata, Ms. Indira Nooyi, Dr. Y. V. Reddy & Dr. Eliyahu M. Goldratt. Course commences Apr 2009 

* 100 % Placement record since inception with companies like British Petroleum, 
Cognizant, Godrej, HCL, HSBC, Infosys, L&T, Tata Group, TCS, Wipro 
amongst others. 


Issue of Online Application Forms 15th Oct 2008 


Last Date to submit completed Application 15th Jan 2009 





MoU with: 
YALE 
Stuart School of Business g oF of Nanyang š 
ILLINOIS INSTITUTE OF TECHNOLOGY a UNIVERSITY Technological Universi 5 





24, South Mada Street, Srinagar Colony, Saidapet, Chennai - 600 015. Phone : 044-42168228 | www.greatlakes.edu.in | Email: query @greatlakes.edu.in 





All Is Not 


Stagnant 
demand 
forces 
import 
curbs on 
diamonds 


CLEANING THE DUST: 
The import embargo is 
bad news for employees 
in the diamond 
polishing industry 


Shining 
by Gurbir Singh 


SIGNALS THAT WE ARE IN RECESSIONARY TIMES ARE 
coming in thick and fast. One more sector that 
is now getting into cost-cutting mode is the 
gems and jewellery sector. 

Indian exporters are saddled with unsold 
stocks following a dip in demand in key markets 
across the US and Europe. As a result, the Gems 
& Jewellery Export Promotion Council 
(GJEPC) has been forced to do something it has 
never done before — ask its 6,500 members to 
stop the import of rough diamonds for a month 
beginning 25 November. 

"Import of roughs implies an outgo of cash of 
around $400 million every month. By stopping 
imports, the industry will avoid a credit 
crunch;" Sanjay Kothari, convenor of the Mar- 
keting & Business Development Committee of 
the GJEPC, told BW. He pointed out that de- 
mand for jewellery, especially in the US, which 
accounted for nearly 50 per cent of global de- 
mand, had been slowing down. 

The import freeze on diamond roughs could 
help calm the nerves of jittery banks worried 
about extending further credit. The GJEPC in a 
statement said it hoped the move *will also send 





REUTERS 


IM TER u n Cems and jewellery 


a signal to the banking system that the diamond 
industry will not increase its indebtedness at a 
time when our downstream colleagues con- 
tinue to meet consumer demand..." 

The decision of Indian exporters formalises a 
trend that has been apparent globally over the 
past few weeks. Veteran industry analyst Chaim 
Even-Zohar said in his online column on 13 No- 
vember that there was little or no demand for 
roughs at sales organised by the two biggest 
producers — De Beers and Russian Alrosa — 
last month. While *nobody except a small In- 
dian industry group bought anything from the 
Russians’, at the “De Beers sight in London 
some 40 per cent of the sights were not taken" 
and “some 15 per cent were postponed to De- 
cember”, he wrote. The virtual embargo is ex- 
pected to spread. ^We are also pushing for other 
manufacturing centres such as Israel, Belgium 
and China to suspend imports. If they join us, it 
will help stabilise the market," says Kothari. 

No rough diamonds to polish would mean 
further job losses for the highly labour-intensive 
Indian polishing industry. In Surat, the main di- 
amond polishing centre, industry spokesper- 
sons confirmed that the slowdown in the US 
had already rendered around 50,000 workmen 
unemployed over the past 12 — 15 months. The 
import freeze, once it takes effect after 25 No- 
vember, will only slowdown polishing work fur- 
ther, and another 50,000 jobs could be on the 
line. For the manufacturing industry as a whole 
— that employs 700,000 workers — it would be 
a hit of around 15 per cent. 

At a meeting of the global diamond industry 
in Antwerp recently, leading players braced 
themselves for a long period of slowdown. Paul 
Goris, chairman of Antwerp Diamond Bank, 
said: *It is a period during which asset protec- 
tion must take precedence over asset growth. 
Banks must be careful not to bring the industry 
to a standstill.” Increasing spends on advertis- 
ing and marketing was stressed as one way to 
beat the downturn. Stephen Lussier, De Beers' 
marketing head, said the company had 
launched its most ambitious fourth quarter ad- 
vertising programme in the US. At the 
Antwerp symposium, De Beers and Alrosa 
announced they will be reducing roughs supply 
to tackle the general downturn in demand 
and use the hiatus to step up ‘maintenance’ of 
their mines. 

But in India many are hopeful that the tide 
will turn, and soon. ^We will review the decision 
to stop imports next month. Hopefully, Christ- 
mas and Thanksgiving will push up sales again," 
says Kothari. 
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Companies 
chasing the 
nation's 
minerals 
keep civil 
wars alive 


HARD TIMES: 

The UN has said more 
peacekeepers could 
help stabilise the 
situation, but not bring 
peace to Congo 


Fightin 
Congos Curse 


by Dhruv Gogoi 


SO VERY OFTEN, A COUNTRY’S ABUNDANT MINERAL 
resources become the cause of its prolonged 
misery, as the Democratic Republic of Congo 
has discovered. For years, rebel militia and the 
Forces Armées de la République démocratique 
du Congo — the Congolese national army — 
have been fighting each other. 

At the heart of the dispute is the desire to 
dominate the mineral-rich regions, especially 
the north and south Kivu provinces. A United 
Nations (UN) report in 2002 on the illegal ex- 
ploitation of natural resources in Congo found 
that "control and trade of key mineral resources 
such as coltan (a metallic ore) cassiterite (a tin- 
oxide mineral), diamonds, copper, cobalt and 
gold are the central motivating factor for the 
conflict since 1998". 

For almost 11 years now, armed militias such 
as the Tutsi rebels, led by renegade army general 
Laurent Nkunda, and the army have profited 
from illegal trade with companies from the US, 
the UK, Germany and Belgium. Anti-corruption 
advocates say that many international compa- 
nies are acting as catalysts for the conflict. 
Global Witness, a UK-based non-governmental 
organisation, in a statement this month said, 


IW [AE Current affairs 


"Companies have continued to buy and trade in 
minerals, benefiting the warring parties, with no 
regard for the impact of their trade on the 
violence” In February 2007, Global Witness had 
submitted a complaint against British company 
Afrimex for breach of the Organisation for Eco- 
nomic Co-operation and Development guide- 
lines in connection with its trade in minerals 
from eastern Congo. The British government, 
under intense pressure, took action against 
Afrimex and DAS Air in August this year. How- 
ever, more than 10 UK companies identified by 
the UN have gone scot-free. Belgium has cleared 
many companies allegedly involved, and the US 
has refused to examine any. 

In January 2008, a consortium of Chinese 
firms signed a $9-billion deal with Congos state 
mining company Gécamines to extract 626,000 
tonnes of cobalt and 10.6 million tonnes of cop- 
per in return for improving infrastructure. This 
was opposed by Nkunda. Global Witness has 
uncovered substantial evidence of the involve- 
ment of armed groups as well as units and com- 
manders of the Congolese national army in the 
exploitation and trade of minerals in the Kivu 
provinces. Foremost among the armed groups 
active in the mineral trade are the predomi- 
nantly Rwandan Hutu Forces démocratiques 
pour la Libération du Rwanda (FDLR). But lit- 
tle progress has been made to disarm them. 
"This is in part because the FDLR have consoli- 
dated their economic base,” Patrick Alley, direc- 
tor of Global Witness, had said in September. 

In 2007, a succession of UN reports high- 
lighted how warring factions were paid by global 
giants in exchange for mining concessions. This 
led to the Congo government announcing the re- 
view of 61 mining contracts issued during 
Congos 1998-2003 civil war and three years of 
transitional government until elections in 2006. 
Companies such as Anglo-Gold Ashanti, BHP 
Billiton, Anvil Mining, De Beers, Central 
African Mining & Exploration, Copper Re- 
sources Corp., First Quantum Minerals, Gem 
Diamonds, Moto Goldmines, Metorex, Mwana 
Africa, Nikanor and Gold Fields — came under 
scrutiny. In November 2007, a government 
commission ordered renegotiation of 38 con- 
tracts, and 23 others were cancelled. 

The UN World Food Program had said earlier 
this week that fighting in North Kivu has driven 
about 250,000 people from their homes since 
August. Considering the protectionist attitude 
of governments toward their companies, it is 
anybodys guess that Congo will take years if not 
decades to rid itself from the prolonged civil 
wars and widespread corruption. 
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Bound Together 





The Local 
Syndrome 


by nayan chanda 


CALLS FOR GLOBAL NEGOTIATIONS TO RESOLVE 
the growing crisis have been heard for some 
time. But this time, it is the very real threat of 
the global economy teetering on the edge that 
broughtaboutthe first meeting ofthe Group of 
20 nations. Pressed by French President Nico- 
las Sarkozy, US President George W. Bush, 
who has earned a reputation for being one of 
the most unilateralist of American leaders, 
hosted the meeting. For the first time, Wash- 
ington formally acknowledged that the newly 
emerging economies of China, India, Brazil 
and others deserve a seat at the high table. In 





$25 billion to promote the development of 
more fuel-efficient vehicles has led Europe’s 
car makers to turn to the European Commis- 
sion for help. If the government extends 
bailouts from bank and financial institutions 
affecting the system to the industrial sector, 
how can it resist demands from other ailing in- 
dustries? Taxpayers’ money spent on bailing 
out private companies will distort trade, as 
government-aided industry would be com- 
pelled to end its efficient outsourcing opera- 
tions in favour of spurring domestic job 
growth. If state subsidies ends up hurting sup- 
ply chain mechanisms, the long-term impact 
on the world economy would be severe; and in 
government-funded businesses, efficiency and 
free trade principles would be sacrificed at the 
altar of national economic interest. 

In fact, nationalism beyond American 
shores may also be receiving a boost from the 
current crisis. Sarkozy’s proposal to create a 
European sovereign wealth fund to prevent 
foreign state-owned funds from taking over 


an unprecedented display of remorse, Trea- Despite major distressed European companies flies in 
sury Secretary Hank Paulson admitted the US the G20's the face of official acceptance of free market 
had *in many ways humiliated ourselves as a : principles. This nationalist trend is, of course, 
nation with some of the problems that have assertions, not new. Citing national security concerns, the 
taken place here”. Staring at the prospect of approaches US scuttled the China National Offshore Oil 
perhaps a trillion-dollar deficit next year, Company's (CNOOC) bid to purchase Unocal 
Washington has belatedly come to the realisa- to solve in 2005 and Dubai Ports World's 2006 at- 
tion that it does need the help of others. the global tempt to acquire the management of seven US 
Agreement on previous 'no-go issues such s ports. If Europeans, currently lukewarm to 
as the supervision of banks and credit-rating economic Sarkozy’s proposal, come to support the meas- 
agencies, complex derivative markets and crisis ure, it could end up choking off likely sources 
scrutiny of executive pay are indicative of the : of credit in an already credit-starved world. 
US's weaker position. While accepting remain local At a time when the world is increasingly 


Americas insistence on the primary role of 
the free markets, Europeans succeeded in 
having their proposal for a *college of supervisors" to moni- 
tor global banks adopted. The leaders also promised not to 
adopt any new protectionist measures and pledged a fresh 
effort to revive the Doha round of trade talks. 

For all the compromises it entails, the issuance ofthe five- 
page communiqué was perhaps much easier than what 
awaits leaders back home. Many countries have been con- 
sidering different policies to prevent a recession from turn- 
ing into a depression, but these may well set the countries in 
question on a protectionist path. President-elect Barack 
Obamass call for bailout of the three leading US automobile 
companies amounts to an industrial policy in support of a 
mismanaged industry. What is presented as policy to pre- 
vent massive job loss in the midst of sharply rising unem- 
ployment can be seen by competitors as an unfair subsidy, 
triggering reactive calls for trade barriers and protection. 

Already, the US governments plan to offer soft loans worth 


turning to countries with huge foreign re- 
serves, suchas China and Saudi Arabia, to 
shore up the International Monetary Fund in its effort to 
save smaller economies, exclysionary policies towards them 
would send precisely the wrong signal. At a recent confer- 
ence in Washington, a senior Chinese official recalled the 
US's rebuff to CNOOC, noting that the move not only denied 
Unocal shareholders a chance to earn a large premium, but 
“made China feel as if the dollar it was holding was dirty and 
could not be used to buy an American company”. China, he 
added, is sitting on a $2-trillion reserve, but is told, “You can 
earn dollars but can’t spend it on what you wish.” 
For all the talk ofa global solution to this crisis, and despite 
the G-205 historic communiqué about “working together’, 
the thinking about solutions remains resolutely local. 





| The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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EU security 


by Noemie Bisserbe 


Already 5.5 million strong, their 
explosive growth could be a 
huge employment generator 


EXECUTIVE SUMMARY 


@ The private security 
industry employs 
about three times 
more people than the 
police force 





e Projected to grow at 
the rate of 35 per cent 
in 2008, the sector 
could offer a million 
new jobs every year 


EETING Vikkram Singh, 
60, ace detective and former 
army intelligence officer, in 
his office near New Delhi's 
Qutab Minar, can be slightly 
unnerving. As you enter the 
room, the door automati- 
cally locks behind you, activated by a small but- 
ton under Singh’s wooden desk. A touch nerv- 
ously, you take in the room, with its dim lights, 
shut window blinds, and an array of awards — 
World Association of Detectives’ 2006 Investi- 
gator of the Year and prizes from the Home 
Ministry. Figuratively speaking, Singh wears 
many hats: managing director of Delhi-based 
detective company Lancers, and chairman of 
both Association of Private Detectives of India 
(APDD and Central Association of Private Se- 
curity Industry (CAPSI). His literal choice of 
hat is also eccentric — a navy blue golf cap that 
goes well with his imperial moustache and 
gold-rimmed spectacles. If Singh looks pleased 
with himself, he has good reason. “Each time 
there is a bomb blast, there is a 10 per cent incr- 
ease in demand for security systems and a sub- 
stantially higher demand for physical security,” 
Singh says, as he gently drums the fingers of his 
right hand — flaunting two glistening rings and 
an OM tattoo on the upper palm — on the table. 

About 10 km away, in nearby Gurgaon, the 
new wave of growth in private security is being 
ridden by another unlikely intrapreneur. Rupal 
Sinha, 39, the ever-smiling and soft-spoken 
head of G4S, India's largest private security 
firm, seems like Singh's perfect antithesis. A 
professional lawyer, she began her career in the 
legal department where she was broken into the 
business by being “made to stand as a security 
guard in front of the US embassy and the 
Maruti office in Gurgaon’, she cheerfully recalls. 








Their persona may differ, but Singh and 
Sinha share a common cause: they and numer- 
ous other private security agencies mushroom- 
ing across the country are meeting an unprece- 
dented surge in the demand for private security. 
From government offices to corporate facilities, 
private homes, neighbourhoods and shopping 
centres, virtually every organisation is looking 
for ways to protect itself from the terror threats, 
street crime and corporate espionage that are 
increasingly plaguing India. 

Much of the demand for private security has 
been precipitated by the series of bomb blasts 
that have rocked India over the past decade. In- 
dia is now one of the world's most terror-prone 
countries, with a death toll second only to Iraq, 
says a report from the National Counterterror- 
ism Center in Washington. India's crime rates, 
already some of the highest in the world, are 
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also rising, as is the incidence of corporate espi- 
onage, though there are no official figures for 
this. But with a police force of just about 1.6 mil- 
lion, India has just 1.45 cops for every 1,000 cit- 
izens, much lower that the global average of 3 
per 1,000, as per a UN report. Little wonder, 
then, that the country is home to the largest pri- 
vate force in the world, with 5.5 million guards 
across the country, according to CAPSI. In fact, 
the private security industry, which is employ- 
ing an additional one million new people every 
year, is already India's second-largest employer 
and could soon overtake the largest, manufac- 
turing, which employs 5.6 million people. 

The organised private security business — in- 
dustry estimates put its worth at Rs 5,000 crore 
— is growing at 35 per cent. (The total size of 
the sector including smaller firms that do not 
file IT returns is pegged at Rs 10,000-15,000 





Demand for private security services has increased by about 35 per 
cent this year. Companies are strengthening their security and seeking 
services ranging from man guarding to background checks for employ- 
ees and espionage operations. 


The private security sector, which currently employs an estimated 
5.5 million people making it the world's largest private security force, 
is expected to generate one million new jobs every year. 


India's private security force could participate in the fight against 
terrorism by gathering intelligence information on behalf of the govern- 
ment, providing a helping hand to India's 1.6 million 
police force. 


The National Disaster Management Authority will train private secu- 
rity guards to provide first-hand response services, such as helping in 
evacuation, to deal with disaster management situations. 
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INDIA'S TOP SECURITY COMPANIES 
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sed our security by 10 
per cent in all our 







crore.) This year alone 200 new security com- 
panies were established, including one pro- 
moted by DLF, signalling the entry of mega cor- 
porates into the business. 

Besides, this year, Mumbai-based TOPSG- 
RUP also acquired a majority stake in Shield 
Guarding of the UK for Rs 125 crore in an all- 


cash deal. “This is the first-ever acquisition of 


an overseas security company by an Indian 
firm,” says Rahul Nanda, the company’s chair- 
man and managing director. Companies such 
as G4S, which saw a 30 per cent revenue growth 
last year — gross profit margins are around 20 
per cent for companies in the sector — are 
working to become more professional, offering 
sophisticated security solutions and hiring 
managers from across industries. 


The Rising Threat 
What keeps the industry humming is the un- 
ending threats terrorists are issuing hotels, 
malls and other public places. Most of the de- 
mand for private security solutions — guards, 
electronic surveillance and detective services — 
is coming from malls, hotels, educational insti- 
tutes, hospitals, and IT and finance companies, 
says Sinha, but “we are also receiving queries 
from residential associations for beat patrols”. 
“In view of the recent blasts, we have increa- 







COMPANY NUMBER OF SERVICES malls,’ says B.S. 

| EMPLOYEES | Rawat, general man- 

ager of Pacific Malls, 

G4S 130,000 Man guarding, cash services, electronic which owns malls in 

security, IT services, training and e eds Agra, Delhi and 

. 69,000 | Man guarding, cash services, ele m [ | Ghaziabad. “We have 

“u se | security, training and espionage — added cameras, metal 

SDB Cisco 26,000 | Man guarding, cash services, wert detectors and scan- 

security, IT services, fire protection, train ners.’ Similarly, in the 

ing and detective services past six months, re- 

Globe je Secu ui 15000 | Man and ae = Future 

guarding, detective services a p and Nirmal 

' house keeping - — Lifestyle have beefed 

Walsons Securitas 10,000 Man guarding, cash services, electrónic. up security. “Our 

security, training and espionage budget for security 

APS Group 6,000 Man guarding, cash services and fire services - has gone up over the 

E iem TIE Pu DEVI y UN IZ aun past year,” admits 

Force 1 2,500 Man guarding, detective services and cash Dharmesh Jain, Nir- 

' Guarding Services services mal's chairman and 

TerraForce Security | 1000 | Man guarding, electronic secu n „investi | managing director, 

Services | | gation pep estamos Ge ee - | who has also hired a 

retired assistant com- 

Lancer 210 Detective services, espionage and ‘litigation missioner of police to 
rea handle security. 

Mahindra Special | Risk Mic t — With terrorists now 

Services Group — —| targeting the hospitals 

Source: Companies where the injured 





from blasts are brou- 
ght, the demand for security services from hos- 
pitals has also increased. *Over the past few 
years, hospitals have become more technology- 
centric, so the need for a comprehensive secu- 
rity system has increased,” says Wockhardt Hos- 
pitals’ CEO Vishal Bali. Hotels too are beefing 
up. “The overall surveillance in our hotels has 
increased, especially at the entrance,” says 
Farhat Jamal, president and COO of The Grand 
Continental, which owns properties in Delhi, 
Mumbai, Goa and Srinagar. 

Private security companies say that a signifi- 
cant share of the new demand for security serv- 
ices comes from IT and financial firms. But 
when contacted by BW, IT companies — in- 
cluding Infosys, Wipro, Cisco, HP, Yahoo, 
Google, Symphony Services, and even Indian 
Institute of Science or IISc (the target of a terror 
attack in 2005) — declined to comment, citing 
security issues. Banks, which have traditionally 
invested heavily in security, are also upping the 
ante. “We have enhanced both our physical se- 
curity and electronic security measures, intru- - 
sive as well as non-intrusive,” says a Standard 
Chartered Bank official who wished not to be 
named. “We have also made background checks 
for vendors and guards more stringent." 

With employee fraud rising, background che- 
cks are also a commonly solicited service, as is 
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SECURING JOBS 


Private security is the 
second-largest employer 


Persons in 
millions 
Manufacturing 
Private security 
Transport, storage 
and communication 


Finance, insurance, 
real estate, etc. 


Police 

Agriculture, etc, — — 
Mining and quarrying 
Construction — 
Electricity, gas and 
water 

Wholesale and retail 
trade 

CISF 





Source: Economic Survey 2007- 
2008, industry 

1. Coverage in construction, particu- 
larly on private account, is known to 
be inadequate. 

2. Excludes Sikkim, Arunachal 
Pradesh, Dadra & Nagar Haveli and 
Lakshadweep 


NOT AT GUN POINT: 
Private security compa- 
nies cannot apply for 
gun licences 


Fw d security 


corporate espionage. “If one of our clients susp- 
ects a company of copying its products, we may 
lead an investigation to resolve the problem,” 
‘says Anil Dhawan, president of the Asian Asso- 
ciation of Professional Security (APSA) and se- 
nior vice-president at G4S. Adds Singh, “FMCG 
and pharma companies also approach private 
security companies to track counterfeiters.” 

To meet the increasing demand, CAPSI has 
approached state governments to organise job 
fairs across the country, mostly in rural areas. 
CAPSI expects India’s 15,000 odd-private secu- 
rity companies to recruit 1 million new guards 
every year, from this year onward. Already, 
45,000 guards have been recruited from Ra- 
jasthan, after a memorandum of understanding 
(MoU) was signed with the state government 
last May. In exchange, the government will fund 
the guards’ training. “Guards will be trained for 
21 days by a district soldier board and a trainer 
from the association, who will be paid by the 
state government,’ says Singh. In the next few 
months, CAPSI hopes to seal agreements with 
the state governments of Punjab, Orissa, Gu- 
jarat, Madhya Pradesh, Andhra Pradesh, Tamil 
Nadu and Chhattisgarh. 

However, the industry remains largely unor- 
ganised, security norms are poorly enforced 
and guards rarely trained and appropriately 
compensated. 


Tumultuous Adolescence 

Mohammad Khan, 45, has been working in 
Delhi as a security guard for 13 years since he 
left Bihar. He works 12 hours a day at a residen- 
tial complex in East Delhi’s Mayur Vihar for 
Rs 3,000 per month, has never heard of social 
and medical benefits, and has to do odd jobs for 
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the inhabitants to make a decent living. “Four 
years ago, I joined a private security company in 
Noida and was trained for 15 days,” explains 
Khan in Hindi, sitting outside in the night on a 
shaky chair, wrapped in a blanket. Khan pres- 
ents the typical private security guard in India 
— underpaid, under-trained and overworked. 

“Trade unions have not been able to make sig- 
nificant inroads into the private security indus- 
try; says M.K. Pandhe, president of CITU, one 
of India’s largest trade unions. “Naturally, pri- 
vate security guards work in terrible conditions 
and are grossly underpaid.” Pandhe says that 
while some companies directly hire private se- 
curity guards, most hire through private agen- 
cies so that they don’t have to provide pay or 
benefits on a par with their own employees. 

There are other grouses, too. “Private security 
companies provide a set of people but they do 
not train them and it remains up to us to manage 
them,” says Pacific Mall's Rawat. Admits G4S's 
Sinha, “Quality is not yet the rule of the game.” 
With the advent of Private Security Agencies 
Regulation Act 2005, certain standardisation 
has been set in motion (see box ‘Legal Limit’ on 
page 38). However, as most companies remain 
reluctant to pay for quality, private security 
agencies continue to compete mainly on price. 

Perhaps understandably, top corporates such 
as Infosys — facing perceptible terror threats — 
have been asking the Ministry of Home Affairs 
to send battalions from the Central Industrial 
Security Force (CISF), a 106,000-strong armed 
force that protects government undertakings’ 
property and employees. “We have asked the 
government to allow CISF to provide Infosys se- 
curity services,” says T.V. Mohandas Pai, the 
company’s director of human resources. “We 
are now working on the details.” 

The Union Cabinet has already approved the 
recruitment of 40,000 new CISF personnel this 
year. “This will cover services to private compa- 
nies, if CISF's status is amended,” says deputy 
commandant Rohit Katiyar. “CISF employees 
go through a demanding one-year training and 
are equipped with the latest weapons. Also, 
many graduates and even post-graduates join 
the force, as CISF offers job security and pays 
better than private companies.” 

Some private security companies are, how- 
ever, trying to sell a different concept. For in- 
stance, Gurgaon-based TerraForce Security 
Services — a member of the DLF family that - 
started operations six months ago — is building 
a ‘graduate security team’ that it calls ‘White 
Force. The company has hired 60 graduates 
from universities across the country as security 
officers. “These people are employed at a salary 
of Rs 8,000 per month in addition to provident 
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NOVEL CONCEPT: 
Harsh Wardhan of 
TerraForce, a DLF 

Group company, is 

building a ‘graduate’ 
security team 


LEGAL LIMIT 


Private Security 
Agencies Regulation 
Act (2005) 


The Private Security 
Agencies Regulation 
Act (2005) lays down 
clear guidelines for 
guards’ training and 
licensing of agencies. 
Under the Act, each 
State is to designate a 
joint secretary at the 
Home Department who 
will be responsible for 
issuing licences and 
act as a controlling 
authority. The Act has 
led to better practices, 
but so far just seven 
states have adopted it. 
The industry, too, has 
its grievances. “The 
Act makes it mandato- 
ry to have a training 
centre and a specific 
licence in every state 
where the company is 
present,” says G4S's 
Managing Director 
Rupal Sinha. "This 
will represent a huge 
administrative proce- 
dure." Adds Vikkram 
Singh, chairman of the 
Central Association of 
Private Security 
Industry, "A multi- 
member authority with 
representatives from 
the industry should 

be set up." 
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fund and gratuity, and within three years will be 
integrated into the management team,” says 
Harsh Wardhan, TerraForce's president and 
CEO. While few are ready to pay for quality — 
White Force will cost two and half times more 
than the company’s other security guards — 
certain embassies, five-star hotels and a high- 
end South Delhi mall have already hired ‘white’ 
security officers, according to Wardhan. 

Nonetheless, private companies may not be 
able to offer security services that could match 
up to CISF’s, simply because they are not em- 
powered by the government. “CISF works 
closely with the local police, our guards are well 
armed and can arrest people,” says Katiyar. In 
contrast, private security companies cannot 
even apply for gun licences. “In order to have 
armed guards, we need to hire ex-servicemen or 
civilians who already have an individual gun li- 
cence, says Ken Tremenheere, executive direc- 
tor at G4S's cash services company. “Also, arms 
can only be used in self-defence and guards can- 
not shoot anybody above the knee.” All these re- 
duce private security guards to mere by- 
standers, who cannot deter an armed criminal 
or even a motivated, unarmed thief. 

Hopefully, that may change, as the in- 
dustry urges the government to use pri- 
vate security as a first line of defence. 


The Government's Private Eye 
With its 5.5 million-strong force, the 
private security industry could 
play a crucial role in helping the 
government deal with internal 
security issues. "The govern- 
ment will need the participa- 
tion of corporates to face the 
countrys new security 
threats” says Raghu Raman, 
CEO of Mumbai-based 
Mahindra Special Services Group, 

a division of auto major Mahindra 

& Mahindra that provides risk and 
governance consulting services. 

But unlike countries such as the 
US, where private security compa- 
nies have virtually become a part of 
the army, Indian companies have 
largely been kept away from the 
country’s police force and intelli- 
gence services. “Private guards can 
work with police, acting as a first 
level of security” says APSAS 
Dhawan. Already, G4S has about 200 
guards posted in the Delhi Metro, 
and also handles the entrance at 
India Premier League matches. 

"Delhi has only 75,000 police- 






















men but over 300,000 security guards," Says 
Singh. "These guards could become the eyes 
and ears ofthe government? He says CAPSI has 
submitted a proposal to the home ministry, 
which has been accepted. “We are now working 
on ways to implement it,” he says. Despite re- 
peated attempts, ministry officials could not be 
reached. An email sent to Omkar Kedia, a min- 
istry spokesperson, remained unanswered. 
According to Singh, CAPSI is also in the pro- 
cess of signing an MoU with the National Disas- 
ter Management Authority (NDMA). “Private 
security guards can provide first-hand response 
services to deal with disaster management situ- 
ations, such as helping in evacuation,” he says. 
"But for the government to pass on responsi- 
bilities, the industry needs to mature and evalu- 
ate itself” says Sinha. “Security norms need to 
be applied strictly, and companies that don't 
meet those standards should not be able to bid.” 
More importantly, the line between the dut- 
ies of government and private security agencies 
will need to be carefully drawn. In the US, crit- 
ics have suggested that the government has 
gone too far in putting the state's responsibili- 
ties in the hands of private companies. Black- 
water Worldwide, the world's largest priv- 
ate security company, was sued last year 
by the Center for Constitutional Rights, 
a New York-based legal and educational 
organisation, on behalf of an injured 
Iraqi and families of three of the 17 
Iraqis killed by Blackwater employ- 
ees during the infamous Baghdad 
shootings on 16 September 2007. 
Critics feel that US security com- 
panies complex legal status and 
close links to US intelligence services 
and the US State Department have 
too often placed these organisations 
above the law. “While, for instance, 
regular soldiers were punished for 
their behaviour in Iraq and Afghanis- 
tan, US private security officers were 
not, says Shantanu Chakrabarty, 
professor of history at University of 
Kolkata and formerly with Delhi- 
based Institute for Defence Studies 
and Analyses (IDSA). *But given the 
current situation, private security 
companies have become essential." 
Thus, while India's huge private se- 
curity force is a great opportunity, pre- 
venting it from growing out of control 
could be a daunting challenge. 





With inputs from Muthukumar K. 
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Downturn 


Hero Honda 
steps on 
the growth 
pedal, even 
as its rivals 
falter 


ZOOMING AHEAD: 


Hero Honda posted a 
healthy growth at the 
retail level this Diwali 


by Feroz Ahmed 


RIGHT NEXT TO THE ENTRANCE TO HERO HONDA 
Motors’ headquarters in Delhi is a showroom of 
arch rival Bajaj Auto, set up audaciously a cou- 
ple of years ago when Hero Hondas leadership 
in the motorcycles market was beginning to slip. 
Clearly stung, CEO Pawan Kant Munjal has re- 
sponded and since then, Hero Honda has 
widened the gap between itself and Bajaj from 
10 per cent in domestic market share to an as- 
tonishing 42 per cent in October 2008. More 
importantly, Munjal insists, Hero Honda has ac- 
celerated ahead of the entire two-wheeler indus- 
try, which is struggling to grow as auto finance 
gets more expensive and elusive. “We are using 
the economic downturn to build on our market 
leadership as others are struggling,’ says Munjal. 

In October, Hero Honda sold almost 600,000 
two-wheelers at retail level in the run up to Di- 
wali, having stuffed dealers with stocks from late 
August through September and early October, 
even giving them extended credit. Significantly, 


automobiles 


Heroics In A 


this was the highest the company ever retailed in 
a month, beating its previous record of about 
530,000 in October 2006, again the Diwali 
month. Importantly, the company’s dispatches 
from factory to dealers during October did not 
drop as dramatically as that of the industry to 
compensate for a post-Diwali dip in sales. Hero 
Honda’s domestic dispatches dropped only 
4 per cent to 328,788 vehicles compared to a 
14.5 per cent drop for the entire two-wheeler in- 
dustry, and a whopping 50 per cent drop for its 
béte noire Bajaj. 

Financially, in the second quarter of FY2009, 
it logged a topline (revenue) growth of 35.6 per 
cent compared to Q2 of FY2008 and its post-tax 
net profit grew 50 per cent. In comparison, rival 
Bajaj Auto's topline grew 9 per cent, while net 
profit declined 23 per cent. 

However, many analysts believe that Hero 
Honda will find the going tough for the remain- 
der of the financial year. Broking firm Prabhu- 
das Lilladher’s report on the company notes that 
its 20 per cent growth in sales in the first half of 
FY2009 will eventually average out to about 11 
per cent for the whole year. 

Still, according to Ramnath S., vice-president 
of research at IDFC-SSKI Securities, Hero 
Honda is best placed in these tough times to 
grow even as the industry declines. “Consumer 
finance is the lifeline of the industry, and in its 
absence, financing-dependent Bajaj Auto and 
TVS Motors have struggled and will continue to 
struggle,” he says. “Hero Honda, which sells 
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two-thirds of its vehicles against cash, com- 
pared to the reverse for its competitors, will 
grow even as the industry contracts.” Bajaj Auto 
has chosen to focus on macho, urban youth mo- 
torcycles and it is trying to export its way out of 
the domestic slump, whereas TVS simply lacks 
in breadth of product range to generate enough 
footfalls, Ramnath points out. Bajaj’s motorcy- 
cle exports — 61,608 units — accounted for 
nearly a third of its total October sales. Hero 
Honda in comparison exported a token 6,966 
motorcycles. 

Ashutosh Goel, vice-president of research at 


Edelweiss Capital, echoes Ramnath’s thoughts 


and adds, “In a poor macroeconomic scenario, 
consumers prefer proven products over younger 
ones, and Hero Honda has an advantage there,” 
he says. 

However, according to Hero Honda’s senior 
vice-president for marketing and sales, Anil 
Dua, it is not merely a fortuitous coincidence. “It 
is an outcome of a considered strategy in re- 
sponse to the challenge from competition and 
deteriorating market conditions,” he says. 

In 2006, Bajaj’s perky mobikes, compared to 
Hero Honda's sedate utility vehicles, took off 
and the latter’s market share dropped by nearly 
10 per cent in less than a year to 44 per cent, 
with Bajaj coming within striking distance as its 
market share climbed by a similar measure to 
34 per cent. Then in 2007-08, rising interest 
rates and the retreat of financiers from two- 
wheeler loans because of defaults put the brakes 
on the industry. After two decades of double- 
digit growth, it suddenly shrank by 12 per cent. 

“We took note of the developments and came 
up with a four-pronged strategy to ensure sus- 
tained growth and unassailable market leader- 
ship,” says Dua. 


excite consumers, Hero Honda rejuvenated it 
product range. It launched refreshed version: 
of its staple brands — CD, Splendour and Pas 
sion — and also intensified its effort in the 
150cc-plus segment, which is dominated by Ba: 
jaj, by launching Karizma and Hunk, besides : 
refurbished CBZ. In the latter segment, which i: 
about 13 per cent of the motorcycle: 
f market, Hero Honda has taken it: 
Mm share to about 20 per cent from mic 
' single-digits in 2006. In the coming 
12 months, the company plans t« 
launch 13 more products and variants 
including scooters. 

The second pillar of the strategy was to builc 
multiple winner brands in each segment. While 
it already had two successful brands in the basic 
and ‘deluxe’ segments — CD100 and CD Dawr 
in the former, and Splendour and Passion in the 
latter — it attacked its weakest flank of urbar 
youth mobikes with three brands: CBZ Xtreme 
Karizma and Hunk. 

The third leg was to expand its sales and serv- 
ice network. The company added 1,000 ‘touck 
points’ in the past two years and it is targeting 
1,000 more points by the end of 2009 to take its 
total consumer access points to 4,000. 

The fourth and final plank of the company’: 
strategy was activation. The biggest part of thi: 
initiative has been the creation of a rural mar- 
keting vertical wherein it has hired 500 travel- 
ling rural executives to sell and service Herc 
Honda products in villages. The company i: 
also creating a database on rural spending and 
financing patterns to formulate a long-term ru- 
ral marketing strategy and is tying up with rural 
banks to facilitate finance. 

But bucking the downturn will take more 
than just supporting the consumers. Munjal 
says that the company is helping suppliers and 
suppliers' suppliers, who are finding it hard to 
raise bank loans at reasonable rates, with 
money and easy payment terms. "We're not sit- 
ting around worrying about downturn and cut- 
ting costs, says Munjal. "Instead, we're spend- 
ing on creating demand, as we want to maintain 
a double digit topline growth." 

However, given the bunch of disablers — 
withdrawal of big banks from two-wheeler 
credit, about 25 per cent interest rate on avail- 
able credit, middle class's wealth erosion and 
its fear of reduction in disposable income 
and even job losses — Munjal has his task cut 
out to ensure that Hero Honda has a happy 
silver jubilee. 
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NOT GOOD ENOUGH: 
RBI Governor 

D. Subbarao (left) and 
Finance Minister 

P. Chidambaram’s efforts 
may fail to increase 
credit flow to industry 


Afloat, Barely 


Liquidity 
worries are 
leading to 
no-flow-of- 
credit 
problems 


finance 


Staying 


by Raghu Mohan 


WHERE HAS ALL THE MONEY GONE? DESPITE THE 
several and significant measures announced by 
both the Reserve Bank of India (RBI) and the fi- 
nance ministry, industry continues to wail that 
credit is not flowing to them. Repeated cuts in 
the cash reserve ratio (CRR) by RBI has thus far 
infused Rs 1,65,000 crore into the system; the 
credit numbers for the latest fortnight com- 
pared to this time last year shows a big rise. The 
giant sucking sound you hear is from the for- 
eign exchange market: from May this year till 
September — the latest period for which figures 
are available — the central bank has sold $27.41 
billion (about Rs 81,000 crore), much of it to 
support the rupee’s exchange rate. 

“Even in September, the money market was 
short by nearly Rs 1,00,000 crore,” says Harihar 
Krishnamurthy, Development Credit Bank’s 
(DCB) country treasurer. “The cuts in the CRR 
just about managed to fill that hole. It is wrong 
to assume that every Rs 100 released shows up 
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as credit on banks’ books.” Advance tax outflows 
of nearly Rs 41,000 crore in September took a 
very long time to flow back into the system, ag- 
gravating the shortfall in liquidity. 

Bankers point out that the year-on-year 
credit growth is still at a robust 30 per cent, 
while the credit-deposit ratio (loans as a per- 
centage of deposits) is still 75 per cent. But that 
may also have to do with the decline in deposit 
growth, which was at 21.6 per cent on 10 Octo- 
ber, compared to about 24.7 per cent a year ago. 

Anish Jhaveri, head of equities at Antique Fi- 
nance, a Mumbai-based institutional brokerage 
firm, however, says that even this huge up-tick in 
credit growth is misleading. “I think a lot of this 
money is accounted for by investments made by 
banks in bonds issued by oil marketing compa- 
nies, the farm loan waiver and part payment on 
account of the Pay Commission,” he says. 


Failing The Stress Test 

It is not just domestic credit that seems to have 
seized up. Overseas credit avenues are drying up 
too, so borrowers are now flocking to the one re- 
maining watering hole — domestic banks. Buy- 
ers’ and suppliers’ credit, which is used for im- 
ports as well as the foreign currency component 
of export credit, has been steadily increasing as a 
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part of the financing mix for India Inc. at $43.7. 


billion. That is 20 per cent of the total external 
debt, up sharply from 4 per cent in 2003-04. 
True, the surge stems largely from oil-related im- 
ports; but the immediate worry is whether over- 
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seas credit can be rolled over or refinanced. 

“A growing worry is that there is $82 billion 
of short-term debt due by March 2009; says 
‘Rohini Malkhani, economist at Citibank in 
Mumbai. “While policy officials appear to have 
recognised this problem and eased some norms 
on the capital account as well as announced dol- 
lar swap lines for domestic banks, more needs 
to be done regarding trade credit as refinancing 
and rollover has virtt ally ceased on the interna- 
tional front.’ 

Given the global. crisis, she adds, there is a 
risk that overseas banks would run out of lines 
on Indian banks. Letters of credit are not being 
renewed in many cases. “Indian companies 
would then have ni in but to use rupee re- 
sources to fund the overseas payments, which in 
turn adds to pressure or the domestic banking 

system,” says Malkhani. 

Long-term external finance will not be easy 
to come by either. India Inc. raised $19 billion 
during 2002-07 through foreign currency con- 
vertible bonds (FCCBs). With the bourses cur- 
rently in a slump, FCCBs are now out-of-the- 
money — stock prices at a discount to the 
conversion prices. Of course, while some of 
these companies may either opt to buy their FC- 
CBs back at a discount or reset the conversion 
price, the reality is that with dollars in short 
supply, rupee liquidity will be in high demand. 





















What Else Is New? 

It goes without saying that for normal liquidity 
conditions, dollar inflows have to increase, and 
fast. And that is why, the central bank has raised 
the interest rates on non-resident Indians 
. (NRI) deposits. It remains to be seen by how 
* much this move will increase NRI deposits, 
which have shown a downward trend of late — 
in September they were $40 billion, down from 
$43 billion at the start of the current financial 
year. Banks have also been permitted to borrow 


DEPLETING RESOURCES 


COMPONENT 





up to 50 per cent of their tier-1 capital. This 
would augment resources of Indian banks to 
lend in foreign currency through their onshore 
and offshore branches. The move to extend 
swap lines to Indian banks overseas is a positive 
— the measure is for $8 billion, which works 
out to 18 per cent of total short-term credit. 
Some may say that the demand for credit au- 
gurs well for local banks; the flip side is dud 


. loans. “As some sectors of the economy will slow 


down considerably, a further deterioration in as- 
set quality cannot be ruled out in the coming 
quarters; says Punit Srivastava, banking analyst 
at Enam Securities, a Mumbai-based securities 
firm. “Looking ahead, we may see a good 
amount of write-backs in the investment portfo- 
lio, which could partially neutralise the higher 
provisioning requirement in the loan portfolio" 

But, despite the inherent strengths of both 
the Indian banking industry and the economy 
at large, perceived risk is a big factor in the 
banks' decisions not to lend. "Banks are looking 
at corporate balance sheets more carefully," says 
Shanti Ekambaram, head of wholesale banking 
at Kotak Mahindra Bank in Mumbai. "Compa- 
nies that have solid, underleveraged balance 
sheets and a robust business proposition can al- 
ways get bank finance." 

What banks have started doing is looking at 
consolidated balance sheets, says one analyst who 
did not wish to be named. In other words, banks 
are looking at corporate risk and leverage in 
two ways: one, they are adding the credit equiva- 
lent of off-balance sheet liabilities when assessing 
the ratio of net worth to total debt. Two, they are 
taking a consolidated view of such risk measures 
across all companies in a business group. 
(Bankers admit that the companies that need 
working capital the most are the larger industrial 
and business houses.) 

By this new yardstick, most large companies 
may end up with a leverage of seven times net 
worth: compare that to a prudent 
measure of twice. That degree of 
leverage is what most financial 
services firms take on, not indus- 
trial companies. And in the past 
couple of years, the ‘other income’ 
component of firms' revenues has 
grown significantly as a proportion 
of total income. So, it may not be 
completely inappropriate for banks 
to take the view of corporate risk 
that they seem to be applying now. 
For some time to come, the credit 
channel is likely to remain choked. 

With inputs from Srikanth Srinivas 
raghu.mohan@abp.in 
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THE STEPS 

SO FAR 
16 Sept: RBI ups ceil- 
ing on NR! deposits; 
gives banks liquidity 
support under 
Liquidity Adjustment 
Facility (LAF) up to 
1% of deposits 


22 Sept: The ministry — 

of finance (MoF) i 
raises overseas 
borrowing caps for 
infra companies for 
rupee expenditure to 
$500 mn from $100 
mn 


6 Oct: RBI reduces 
cash reserve ratio 
(CRR) by 50 bps to 
8.5% 


10 Get: CRR reduced 
by 100 bps to 7.5% 


14 Oct: RBI anno- 
unces 14-day repo 
facility for mutual 
funds, cuts CRR by 
100 bps to 6.5%; 
raises interest rates on 
NRI deposits 


15 Oct: MoF raises Fil 
debt limits for 
corporate bonds from 
$3 bn to $6 bn 


20 Oct: Repo rate cut 
by 100 bps to 876 


1 Nov: CRR slashed 
by 100 bps to 5.5%, 
repo rate by 50 bps to 
7.5%, statutory 
reserve ratio (SLR) by 
100 bps to 24% 

7 Nov: Dollar swap 
line for banks 
introduced 

15 Now: NR! deposit 
rates raised to Libor 
+100 for FCNR(B) 
deposits and to Libor 
-175 bps for NRE 
deposits 











IT 1 telecom 


portunity 


by M. Rajendran 













ae TETTI 
TH 


KE 


i 


Spectrum 
instance of 
_ revenue loss 


IT IS A SCAM, SAYS THE CPI(M). AT A TIME WHEN THE 
fiscal deficit is ballooning to about 8 per cent of 
GDP, the fast-growing telecom sector would 
have been an ideal revenue generator for the gov- 
ernment. But the telecom ministry's gross under- 
estimation of the value of telecom licences will 
deprive the exchequer of an estimated 
Rs 80,000 crore — almost 60 per cent of this 
years fiscal deficit target of Rs 1,30,000 crore. 

Tata Teleservices’ recent sale of a 26 per cent 
stake to Japan’s NTT docomo for $2.7 billion 
(Rs 13,230 crore) has only reinforced the view 
that the 2G spectrum pricing was mismanaged. 
Given the valuations of the Tata deal and those 
of two previous telecom deals — Telenor's pur- 
chase of a 60 per cent stake in Unitech Wireless 
for Rs 6,200 crore and Etisalat's Rs 4,100 crore 
for a 45 per cent stake in Swan Telecom — it can 
be calculated that a 2G telecom licence's real 
market value was around Rs 10,000 crore. With 
the Department of Telecommunications (DoT) 
having handed out eight licences at Rs 1,651 
crore a pop — a price that prevailed in 2002 — 
there is increasing demand for an investigation. 

Both Unitech and Swan have admitted to 
DoT that they had no assets beyond the spec- 
trum allotted to them before they sold their 
stakes. Hence, the companies essentially bought 
spectrum from the government at Rs 1,651 
crore, and sold it at a premium of Rs 8,500 crore 
within six to nine months. If there wasn't a slow- 
down in the economy, they may have got double 
this amount. *If we look at the benefits of auc- 
tioning, considering the loopholes in the exist- 
ing model, there is a revenue leakage,” says Ro- 
mal Shetty, head of telecom practice at KPMG. 

The companies, however, insist they did 
nothing wrong. “We have acted based on the 
rule of law,” says a senior Unitech Telecom exec- 
utive. "There is no violation in our stake sale. 
Let DoT communicate to us. We will respond 
and, if need be, move court.” The government, 
specifically the telecom ministry, continues to 
deny there has been a “scam”. But when the fi- 
nance ministry suggested disallowing telecom 
companies to sell stakes for three 
years or recouping some of the 
government's “lost” income by 
levying a 5 per cent sales tax on 
the Unitech and Swan transac- 
tions, Telecom Minister A. Raja 
vetoed the ideas. He added insult 
to financial injury by suggesting a 
tamer 2 per cent hike in all 
telecom operators' adjusted gross 
revenues (AGR). His one-time 
charge on spectrum beyond 
6.2 MHz will yield just about 
Rs 5,000 crore. 


There is also fresh evidence that the Telecom 
Regulatory Authority of India’s (Trai) recom- 
mendations were misinterpreted by the telecom 
ministry when it granted licences on a first- 
come, first-served basis, which has never hap- 
pened in any country. “We never referred to first- 
come, first-serve criteria,’ says Nripendra Misra, 
chairman of Trai. “I have checked all records.” 

To undo some of the damage, industry ob- 
servers suggest remedies, such as charging tele- 
com operators a ‘disengagement fee’ equivalent 
to the licence fee if majority stakes are sold. But 
legally, these remedies could be challenged.as 
contracts cannot be changed retrospectively, 
unless there is change in policy guidelines. But 
that is unlikely with elections round the corner. 


Divest BSNL 

The government’s ham-handedness in raising 
cash from telecom is most obvious in its failure 
to sell a stake in the state-owned Bharat Sanchar 
Nigam (BSNL) at the peak of the stockmarket 
boom, when it was valued at Rs 3,90,000 crore 
($100 billion). BSNL employees union and the 
Left parties — supporting the government at 
that time — created a furore. But it was, after all, 
the responsibility of the government of the day. 
By now, most telecom stocks have been beaten 
down to less than half their peak prices. But 
even now, a marginal and transparent divest- 
ment could fetch more than Rs 80,000 crore, 
observe analysts. With average revenue per user 
(Arpu) estimated at Rs 300-plus, BSNL's valua- 
tion will be higher than those of private players, 
which have Arpus ofless than Rs 200. Also, with 
the Left parties out, it will be easier. “We are 
ready to divest 10 per cent stake (in BSNL) im- 
mediately if market conditions improve,” says a 
DoT official in charge of the process of divest- 
ment. A senior BSNL director said this could be 
completed before March 2009. 

When the UK government divested its stake in 
British Telecom (BT) in 1984, it fetched a hand- 
some £7.8 billion (Rs 56,940 crore). “BSNL 
should be freed of shackles, only then will it get 
valued like BT,” says Taveesh Pandey, CEO of 
Black Diamond PE Advisors. One old proposal 
recommends trifurcating BSNL — fixed-line, 
mobile and internet, national long distance 
(STD) and international long distance (ISD). In 
2007, the tower business of Reliance Telecom- 
munications Infrastructure was valued at more 
than $6.75 billion, Bharti Infratel’s at $10 billion 
and Tata’s tower facilities at $3.9 billion. For its 
correct valuation, BSNL has to be unbundled. 


Revenue Pilferage 
The telecom ministry also has to deal with un- 
der-reporting of revenues. Operators such as 





Reliance Communications (RCom) are under 
the scanner for dual reporting standards in cal- 
culating AGR and subscriber numbers. This re- 
duces the licence fee. This month, UBS Securi- 
ties, a financial analysis firm, pointed this out, 
as did a Kotak report earlier this year (see “Trip- 
ping On Fuzzy Figures, BW, 8 August 2008). 
RCom has said its wireless services include 
data cards for Web connectivity, which are cov- 
ered under the internet service providers (ISP) 
licence. A large number of its mobile customers 
use internet connectivity on data-enabled 
handsets. RCom says it does not include rev- 
enues from R-World and its data-card business 
in the UASL (Universal Access Service License) 
revenues reported to Trai. RCom has to respond 
to a DoT letter demanding an explanation later 
this month. “According to our calculations, 
there could be a minimum difference of Rs 250- 
300 crore in AGR, in addition to a penalty for 
violation,” says a senior DoT vigilance official. 
Sources in DoT say the department itself is re- 
sponsible for allowing operators to go unpun- 
ished. Says a source, “Unlike the income tax de- 
partment, we do not have the power to raid 
(telcos) and check audits submitted by them.” 
“Telcos used whatever policy guidelines were 
available to them,” says Kunal Bajaj, India direc- 
tor at BDA, an advisory firm for companies in- 
vesting in Asia. “The policy regime for... spec- 
trum... should be fair, transparent, equitable and 
forward looking,” said Prime Minister Manmo- 
han Singh in December last year. “At the same 
time, the revenue potential to the government 
must not be lost sight of.” Well said, but the gov- 
ernments actions have spoken otherwise. 


m.rajendran (a) ábp.in 
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FINANCE MATTERS: 
Telecom Minister 

A. Raja (right). The 
government could still 
make up the loss of 
revenue on sale of 
spectrum by divesting a 
stake in BSNL 





Remouldine 
Legal Process 


The legal 
industry 
uses 
expensive 
manpower 
inefficiently 


ALWAYS ON THE GO: 
Not yet 30, Abhi runs 

a firm that provides 
legal services to Fortune 
100 companies 


by Ashok V. Desai 


ON FIRST SIGHT, ABHI, A SLIM 29-YEAR-OLD, LOOKS 
no different from the millions of young Indians 
trying to make their way in life. His surname 
could not be more common; more Gujaratis are 
called Shah than anything else, unless it is Patel. 
His Harvard MBA seems even more conven- 
tional — just the fulfilment of the dream of 
thousands, That he is CEO of a BPO completes 
the sense of deja vu: what could be more Indian, 
more humdrum, more normal than to run a 
BPO? The only thing that distinguishes Abhi on 
first sight from the millions of young Indians is 
the engaging little curls on his forehead. They 
suggest a certain individuality and self-confi- 
dence; most young people do not like to stand 
out of the crowd. 

Sorry, I got it wrong: he runs an LPO, not a 
BPO — that is, legal process outsourcing. And 
his is hardly an Indian LPO; besides Bangalore 
where a third of the work is done, Clutch Group 
has offices in New York, Chicago, Washington 
DC and Cleveland, Ohio. It is in the US where 
all the business originates and most of the 
work is done. He lives in Bangalore, goes 
abroad at least once a month, and ends up most 
weekends in Ahmedabad, where his mother, 
Dipti Shah, runs a very popular school of Eng- 
lish and public speaking. She teaches her stu- 
dents self-confidence. One of her students went 
on to teach French and Japanese; another be- 
came a Reiki grandmaster and a consultant in 
Feng Shui and Vastu. 

Ahmedabad is still home for Abhi though he 
hardly has time to visit it; that is where he went 
to school. But he was born in America, where 
his parents had gone for studies. When he fin- 
ished school in Ahmedabad, he went back to the 
US to finish school there too. He had thought 
that his father would help him through college 
in the US. But his father, who made induction 
furnaces to melt steel scrap, had other ideas. 

So Abhi had to do some quick thinking. He 
looked up advertisements, and came across a 
job that involved selling books. He called up the 
telephone number it gave. Then he realised that 
it was no job; it involved going from door to 
door and selling books. He would get a commis- 


sion on each book sold. If he sold enough, he 
might make it through; if not, it was back to 
Ahmedabad, where home food and a bed was 
always available. : 

He took the travelling salesman's job, and 
was sent off to Talladega, Alabama. He found a 
room for $60 a month. But the books were 
heavy; a spare 55-kg youth, he had to carry a 20- 
kg backpack and travel miles in 40-degree tem- 
peratures. His landlord took pity on him and his 
colleagues. He would drive them out to some re- 
mote village; then they would fan out and start 
knocking on doors. He did summer jobs for 
three years and got through college — Texas A & 
M, where he was taught by President George 
Bush Senior amongst others. Then he was ad- 
mitted to Harvard Business School. In the sum- 
mer in the middle of the two-year MBA pro- 
gramme, he did a project: it formed the basis of 
the business he has built up after graduating in 
2006, together with two of his friends, Vijay 
Rao and Sajan Poovayya. 

Abhi realised that law is a predominantly 
Anglophone business. The British constructed 
their common law, brick by brick, over a thou- 
sand years; now it is so complex that extreme 
labours are required to make it work. The US 
took the complexity to new heights by creating 
states with simultaneous powers to make law. 
Today it accounts for 77 per cent of the global 
law market worth $250 billion; the UK ac- 
counts for another 18 per cent. Apart from hav- 
ing complex laws, Anglophone countries insist 
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on doing much judicial work through hearings 
in courts, which are an extremelytime-consum- 
ing way of settling disputes. The result is that 
lawyers work extremely long hours in the US, 
and are paid very well; a top law graduates 
starting income is $160,000 a year. 

In every other profession, the arrival of digi- 
tal technology has increased productivity; in 
the US, it has made lawyers busier than ever. 
For so many more words of documentation are 
spun out now, which all becomes potential evi- 
dence in litigation. So legal costs have ballooned 
— and the chief victims of this cost inflation are 
big corporations. 

India, on the other hand, has an enormous 
legal profession; it produces 79,000 law gradu- 
ates a year against 43,000 in the US. There are 
many lawyers that are poorly paid or underem- 
ployed. They are Anglophone and trained in a 
common law tradition, like Americans. So there 
is a perfect opportunity for outsourcing of legal 
processes from the US to India. 

Some Indian law firms have seen the oppor- 
tunity and have gone into legal process out- 
sourcing. But they have no scale, no technology, 
and no professional management. BPOs that 
have entered the business have scale, experi- 
ence and technology, but they do not know how 
to use lawyers, and cannot offer them a career 
path or professional satisfaction. For lack of 
legal expertise, they can do only low-level, low- 
margin, secretarial work. 

Clutch Group, on the other hand, employs 
American lawyers, engages them in recruit- 
ment, supervision and quality control, and 
produces output that can be directly used in 
American legal processes — work that is defen- 
sible in courts. It specialises in e-discovery — 
review of digital documents required in litiga- 
tion, mergers and acquisitions, and anti-trust 
cases. It ensures compliance with the regula- 
tions on money laundering and securities trad- 
ing. It does due diligence and lease abstraction 
for real estate transactions. It does research into 
legal cases and precedents. And it takes on con- 
tract management. 

Clutch Group’s formula has worked so well 
that Abhi Shah works 60-hour weeks and is 
always on the move. When he is under pressure, 
he recalls what Rocky said to his son, who was 
trying to stop Rocky from going into a fight, 
“But it ain't about how hard you hit. It's about 
how hard you can get hit and keep moving for- 
ward, how much you can take and keep moving 
forward. That’s how winning is done! You gotta 
be willing to take the hits and not point fingers, 
saying you ain't where you wanna be because of 
him or her or anybody! Cowards do that, and 
that's not you!" 





BIVASH BANERJEE 
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The trend 
of growing 
Japanese 
investment 
in India will 
continue 


PERFECT PARTNERS: 
Last week Japanese 
mobile operator NTT 
Docomo picked up a 
26 per cent stake in 
Tata Teleservices 


by Atiya Hussain 


JAPAN'S INTEREST IN INDIA IS NOTHING NEW. BUT 


this year's spate of surprising deals, coming 
amidst staggering volatility in global financial 
markets, is clearly out of the ordinary. Last 
week, Japanese mobile operator NTT Docomo 
picked up a 26 per cent stake in Tata Teleser- 
vices for $2.7 billion (Rs 13,230 crore). "As a re- 
sult of the capital alliance, the partners expect 
to expand mobile communication operations in 
the fast-growing Indian mobile market,’ NTT 
Docomo said in a statement. 

Then there was the $4.6-billion (Rs 22,540- 
crore) acquisition of Ranbaxy by Daiichi Sankyo 
in June — one ofthe biggest instances of foreign 
direct investment (FDI) in India this year. “This 
complementary combination represents a perfect 
strategic fit and delivers a considerable opportu- 
nity for the future growth of the new Daiichi 
Sankyo Group,’ said Takashi Shoda, president 
and CEO of the group, in a communique. 

More recently, Japan’s top brokerage firm 
Nomura Holdings, which has already snapped 
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up bankrupt Wall Street giant Lehman Broth- 
ers’ Asia-Pacific operations, acquired its India- 
based back office and IT support businesses. 

In a 2007 survey conducted by the Japan Exter- 
nal Trade Organisation (Jetro), 76.2 per cent re- 
spondents from companies in which Japanese en- 
tities hold 10 per cent or more stake, cited India’s 
growth prospects as the main attraction; 66.7 per 
cent noted the size of local markets as an incentive. 

Investment data underscores the new trend. 
India received 59.7 billion yen (Rs 3,040 crore) 
FDI between 2005 and 2006. In 2007, it almost 
trebled to 178.2 billion yen (Rs 9,077 crore 
numbers are impressive given that between 1989 
and 2004, Japan’s FDI in India never exceeded 54 
billion yen per annum (Rs 2,750 crore). 

"There is no comparison, laughs Yuji Tabeta, 
managing director of Indo Nissin Foods, a sub- 
sidiary of Japan's market leader in instant noodles 
that posted 45 per cent sales growth in 2006 and 
2007, when asked how Nissin fares in other coun- 
tries. “India is at the top of the Nissin Group.” 


). These 


“As far as India-Japan goes, the turning point was 
[then ] Prime Minister [ Yoshiro ] Moris visit in 
2000, says Arpita Mathur, a Singapore-based 
Japan expert. The Japan-India Global Partner- 
ship, established during Moris visit, set the stage 
for closer ties. This was followed by a spate of 
high-level visits by political and corporate digni- 
taries. By the time of Prime Minister Manmohan 
Singh’s state visit to Tokyo in December 2006, 
the two countries were ready to discuss an eco- 
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‘nomic partnership within a timeframe. 

_ The economic association between the two 
- countries goes back a long way. Japan's Official 
Development Assistance (ODA) programme, 
which commenced in 1958, funded projects 
ranging from the Bhakra Nangal and Hirakud 
hydroelectric projects to the Metro railway sys- 
tems in Kolkata and Delhi. 

Even when ODA was halted for several years 
after the Pokhran nuclear tests in 1998 (the 
moratorium was lifted five years ago), companies 
such as Sakata Inx continued to work on their In- 
. dia plans. “Our parent company brought in addi- 
tional equity for the Indian subsidiary in the lat- 
ter part of 1998, after Pokhran, when nobody was 
coming to India,” says Raakesh Datta, head of fi- 
nance at Sakata Inx. "As far as our company is 
concerned, we are taking a long-term view.’ 

. . Sakata Inx is not alone in its positive assess- 
ment of India. Jetro's survey showed, India and 
China are the top two markets in the world for 
manufacturing in the medium term (5-10 years). 












. Containing China? 

. Although China was never mentioned by Japan- 
- ese Prime Minister Shinzo Abe when he called 
for an Arc of Freedom and Prosperity during his 
August 2007 visit to India, observers were quick 
to see that the strategic partnership between 
Australia, Japan and India was mainly formed 
to counterbalance China's growing clout. 

Current Prime Minister Taro Aso is also 
known to have a softer spot for India than for 
China, but Mathur worries that with elections 
looming in India, the pace of developments may 
slow. A change in leadership might derail the 
^ Indo-Japanese rapprochement. 
< The pre-election equation, however, is 

favourable for India. An annual survey by the 
.. Japanese Bank for International Cooperation 
© (JBIC) concludes that, though China remains at 
the top ofthe list of promising countries for over- 
seas operations, the proportion of manufacturing 
companies selecting China has been declining in 
the past five years. This indicates that Japanese 
investments in China may be leveling off. 

As of now, China is far ahead of India, attract- 
ing 136.9 billion yen (Rs 6,927 crore) of Japanese 
FDI in the first quarter of 2008, as against India 
_ that received just 30 billion yen (Rs 1,528 crore). 


Spanner In The Works 

In the Jetro survey, 35 per cent of non-manufac- 
turing respondents said there was little progress 
in market deregulation in India, while 58.1 per 
cent of manufacturing respondents were trou- 
bled about the heavy tax burden — one of the 
highest in Asia. The Asean-India free trade 
agreement, expected to offset these difficulties, 
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sidered to have good prospects for business operations over the medium term, 


is in advanced stage of negotiations. 

Also, the India-Japan Joint Study Group re- 
ported in June 2006 that bilateral trade had not 
diversified much beyond raw materials and 
minerals for India, and machinery and equip- 
ment for Japan. Language and difficulties in 
getting visas were also seen as reasons for some 
Japanese investors being wary of India. 

The biggest concern, however, remains the 
tremendous gaps in India's infrastructure. In the 
JBIC survey of Japanese manufacturing compa- 
nies, 40 per cent respondents expressed concern 
about Indian roads, 37 per cent about electricity, 
27 per cent about water, and more than 10 per 
cent were bogged down by inadequate means of 
communication, railways and ports. 

Perhaps because of this, the 1,483-km long 
Dedicated Freight Corridor (DFC) linking Delhi 
and Mumbai is expected to receive as much as 
Rs 30,000 crore from JBIC as early as March 
2009. An adjoining Delhi-Mumbai Industrial 
Corridor (DMIC), modelled on the Tokyo-Osaka 
Industrial Corridor, has also been on the agenda 
of talks. A June 2007 DMIC concept paper ex- 
pects Japanese investment, both governmental 
and corporate. A Chennai Metro project with 
Japanese partnership is also being discussed. 

Despite the bottlenecks, Citibank opened its 
Japan Desk in New Delhi in February 2008, at a 
time when the bank was facing pressure to cut 
jobs. The desk is still open, and is offering serv- 
ices to many Japanese companies. 

Observers feel the trend of growing Japanese 
investment in India might slow down, but will 
continue despite the global crisis. The Japan- 
ese, it appears, are coming to India regardless. 


bweditor@abp.in 
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Investing In 
Transparency 


by Rajesh Gajra 


MOST FINANCIAL EXPERTS ADVISE INVESTORS TO GO 
through mutual funds (MFs) rather than di- 
rectly play the stockmarkets. The reason is obvi- 
ous: fund managers are invariably more mar- 
ket-savvy than the average investor. But the veil 
of secrecy that surrounds a mutual fund — as far 
as financials are concerned — makes those park- 
ing their hard-earned money with a fund 
uncomfortable. Apart from the daily net asset 
values (NAVs) that are tom-tommed by fund 
managers, there isn’t much that one knows 
about the financial philosophy of the fund one 


Sebi needs 
to act fast 
on stricter 

mutual fund 
disclosure 
standards 








mutual funds 


banks on. But an investor is able to get loads of 
desired information about listed companies 
thanks to the stringent disclosure norms under 
the stock exchange listing agreement as well as 
their compliance with the Companies Act. 

“The world over, all the information needed to 
analyse stocks is available. But information 
needed to analyse MF managers is not there in 
the public domain,” says Hansi Mehrotra, busi- 
ness leader at the investment consultancy divi- 
sion of the Mumbai branch of Mercer, a global 
consultancy firm. Listed companies regularly 
provide adequate data on how they are using 

shareholders’ money, and how the companies 
or funds they invest in are managed. Every 

kind of detail — ranging from daily disclo- 
sures as per insider trading regulations 
to board meeting announcements, 
quarterly financial results to yearly 
audited results in the annual report 

— is made available to exchanges, the 

Securities and Exchange Board of In- 

dia (Sebi) and the investors. 


Under-Regulated? 
It was in December 1996 that Sebi made 
it mandatory for asset management com- 
panies (AMCs) to register with it, and adhere 
to its regulations. In the past 12 years, while the 
regulator has time and again experimented with 
minor changes in disclosure norms for listed 
companies, there have hardly been any updation 
for MFs despite the rapid growth ofthe industry. 
So, detailed disclosures, along with enhanced 
regulation for funds, to bring about the much- 
needed transparency is long overdue. Sebi 
Chairman C.B. Bhave would be able to appreci- 
ate that view as he had chaired a Sebi committee 
on continuous disclosures by listed companies 
in 1997-98, when he headed the National Secu- 
rities Depository. The committee, among other 
improvements, had recommended quarterly 
disclosure of unaudited accounts of listed com- 
panies instead of then half-yearly requirement. 
Bhave could apply the same yardstick to MFs 
now. But neither Bhave nor Sebi responded to 
BW's queries on the subject. 

If nothing else convinces Sebi, it could follow 
the US's example. In February 2005, Bhave's 
counterpart in the US, William Donaldson, 
head of the Securities and Exchange Commis- 
sion (SEC), said in a speech to directors of mu- 
tual funds, "As you are aware, our reform 
agenda has also focused on improving the infor- 
mation fund investors receive, so that they can 
meaningfully examine the operations of a fund 
and its board." The SEC has since then tight- 
ened the disclosure norms for funds, their offi- 
cials and directors to include elaborate details 
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It takes a world class institution- 


to help make India a developed nation. 


VISION 
"...to develop a scientific approach 
in Pilani...no dogma...search for truth... 
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Multi-campus university ` 

Student strength: 9000 at Pilani, Goa, Hydrabad and Dubai 
Campuses and 17,000 in Off-Campus Work-Integrated programmes 
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high quality students 
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of science and engineering education 
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Academic programmes in Engineering, Technology, Sciences, 


- Pharmacy, Management, Public Health 
. State-of-the-art institutional library with over 2 lac books 


Campus-wide IT network 


‘Scholarships to 22% of students 


Many Board-toppers join every year 


Large number of alumni in top positions in India and abroad 


Industry sponsored projects and laboratories 
Many societal development projects- rain water harvesting, 
desert development technologies, women empowerment, 


healthcare, gyanbodh 


Culturally vibrant campuses 


- Collaborations with foreign universities of repute 
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Entrepreneurial Leadership Development = 
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== Chronology of Development: | 
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on their remuneration along with other details. 

Mutual funds in India, however, say the dis- 
closures made are fairly comprehensive and 
measure up to global standards. Says A.P. 
Kurien, chairman of the Association of Mutual 
Funds in India (Amfi), “Even globally, most 
market regulators are much less demanding on 
the disclosures front with regard to MFs com- 
pared to listed companies. But the Indian mar- 
ket could take the lead like it did in automated 
satellite-based order-driven stock exchange sys- 
tem and dematerialised trading in the 1990s." 

But the recent mass exodus from debt-based 
fixed maturity plans, which have come under 
Sebi's scanner, seems to underscore the need for 
greater regulation. MFs had the flexibility in 
valuing their holdings in unlisted securitised 
debt and other unlisted debt. "There is no trans- 
parency in the pricing of underlying instru- 
ments behind a debt holding by an MF; says 
Sanjiv Shah, executive director at Benchmark 
MF. "Sebi can insist on MFs explaining the ra- 
tionale behind their discretion in valuing the 
debt holdings.” 

Fund governance in India, though, is limited 
to norms for trustees of MFs. The AMCs remain 
unknown financial entities for investors. To be- 
gin with, Sebi could mandate a complete disclo- 
sure of their annual returns with the Registrar 
of Companies on their websites. 


stars Want 

Daily NAVs are great, but MF investors are at a 
complete loss when it comes to portfolio-related 
information to gauge the performance of a par- 
ticular scheme. "There are some undesirable 
market practices in our fund industry, such as 
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front-running, and I would want to know at 
what rate the fund manager bought a particular 
stock, besides other information,” says Sunita 
Shah, a Mumbai-based professional with a 
global legal outsourcing firm. Currently, only 
the quantity and marked-to-market value of 
every stock or security held by an MF scheme 
are disclosed along with the corpus amount 
once in six months. Many funds disclose the 
quantity and value of a schemes stockholding 
once a month, but some of these voluntary reve- 
lations tell only about the top 10 holdings. 

Investors also seek quarterly, if not monthly, 
stock-wise details of sales and purchases made. 
V.R. Narasimhan, chief compliance officer at 
Kotak MF, says, "I would tend to agree that 
unit-holders have the right to know scrip-wise 
performance of the schemes they have invested 
in.” Some analysts even suggest that there 
should be information on why a fund manager 
invested in a particular stock, and what the 
fund’s stock-picking philosophy is. 

In addition, pere investors would obvi- 
ously want to know whether it is safe to stay in- 
vested in an open-ended equity scheme. But 
unit-holders have almost no clue about the con- 
centration of unit-holdings. All they know is 
that any fund has to have at least 20 unit-hold- 
ers. Lack of information makes them vulnera- 
ble to large outflows by a handful of corporate 
investors. “If nothing else, then like in the US 
where banks are required to disclose without 
revealing the names of the borrowers to whom 
they have lent more than 10 per cent of their 
lendable funds, MF schemes could make simi- 
lar disclosures of unit-holders who hold 1-5 per 
cent of the corpus,” says Manoj Kumar Vijai, ex- 
ecutive director at KPMG, a consultancy firm. 

If listed companies in India can reveal details 
of exact promoter holdings, aggregate stake of 
institutional investors — FIIs, MEs and insur- 
ance companies — non-institutional corporate 
investors and retail investors every quarter, why 
can't mutual funds disclose the proportion held 
by different investors? Further, if companies are 
required to publish names of all non-promoter 
shareholders holding more than 1 per cent of 
equity, then why are MFs absolved of revealing 
the names of bulk investors (those holding 
more than, say, 5 per cent) in a scheme? Such 
disclosures could also deter quid pro quo 
arrangements of funds with certain companies. 

The information gap is huge. The Sebi chair- 
man needs to use the current bear run to make 
mutual funds more transparent so that in- 
vestors can make informed decisions rather 
than grope in the dark. 


rajesh. gajra@abp.in in 
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ABORTED PLANS: The 
lean patch in advertis- 
ing has hit new players 


E MEDIA MELTE 


Net profit of almost all ma m major 1 media companies ha 


Zee Entertainment — 


Figures in Rs crore 


by Gurbir Singh 


TILL A YEAR AGO, THE MEDIA INDUSTRY WAS 
flooded with new launches — of newspapers, 
magazines, television channels and websites. 
Many media companies were riding high on a 
healthy flow of funds from the capital markets 
and private investors, plus good revenues from 
advertising. The Deccan Chronicle, for in- 
stance, raised over Rs 1,000 crore from the pri- 


. mary and secondary markets since December 


2004 before it launched a general daily from 
Chennai and came out with several editions of 
its business paper Financial Chronicle. 

Now, funds have dried up and media compa- 
nies are aborting plans for new launches and 
trimming staff. UTV Software has shut the 
Delhi operations for two film and two youth 
channels and has asked 80 employees to leave. 
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The Network18 group that owns channels such 
as Colors and CNBC-TV18 has given pink slips 
to over 25 analysts and writers, who were hired 
for its e-broking joint venture with Ambit Fi- 
nance and Centurion Bank. The Economic 
Times is also saddled with extra staff, with the 
launch of its market tabloid — tentatively 
named Market Mantra — on hold. 


Network18's CEO Haresh Chawla tried to strike 
a lighter note when asked about the roll-back 
plans of the group. “I have never enjoyed so 
many holidays like I have during this spell.” The 
group had announced its foray into news pub- 
lishing about a year ago. Besides buying a con- 
trolling stake in publishing house Infomedia, 
the company had begun recruitment for its 
business magazine to be launched under the 
Forbes brand name. It had also tied up with the 
Pearson group to launch the Financial Times 
(FT) in India. The FT project has been shelved 
for now, but Network18 will go ahead with 
Forbes once the formal government notification 
allowing Indian editions of foreign news maga- 
zines is issued. Says Chawla, “We had a success- 
ful launch with Colors (the Network 18-Viacom 
JV's Hindi entertainment channel). Our focus 
is on consolidating some of these brands now.” 


A: l| Sakaal 


Group of Publications 
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While Colors, launched in July this year, was 
lucky to have beaten the downturn, others have 
not been so fortunate. Earlier this year, Turner 
Broadcasting and Miditech had announced a 
joint venture — Real Global Broadcasting — to 
launch a Hindi entertainment channel by 2008- 
end. However, Sunil Lulla, CEO of Real Global 
Broadcasting, says, “Those plans have changed. 
But we are on schedule for an early 2009 launch.” 

Major advertisers in categories such as real 
estate, banking, insurance and mutual funds 
have reduced advertising budgets by 35-40 per 
cent. “Overall, advertising revenues are down 
by 15 per cent,” says Anurag Batra, managing di- 
rector of exchange4media, which tracks adver- 
tising trends. “Among the news channels, 
NDTV India and News 24 are under maximum 
pressure.” The advertising slowdown is re- 
flected in a sharp fall in the second quarter re- 
sults of many media companies. NDTV, which 
has been incurring losses for two straight fis- 
cals, posted a Rs 119-crore loss in Q2. HT Me- 
dia’s net profit fell 49 per cent to Rs 16 crore (see 
‘Media Meltdown’). Advertising revenue, esti- 
mated at around Rs 18,500 crore annually, still 
contributes the lion’s share to media companies’ 
income — 70 per cent in the case of broadcast- 
ers and 80 per cent for the print media. 

The Round 2 data from the Indian Reader- 
ship Survey 2008 released this month, has 
added to the pessimism of publishing compa- 
nies. For the first time ever, there has been a sig- 
nificant drop in the number of readers of re- 
gional language dailies. For instance, Malayala 
Manorama’s average readership is down to 
12.18 million this year from 12.91 million last 
year. The largest read Marathi daily, Lokmat, 
shows a drop to 19.93 million this year, a drop 
of 730,000. 


Belt-tightening 
Cost-cutting is the other fall-out. NDTV has for 
the first time withdrawn food coupons it given to 
editorial staff. Network18 is re-running episodes 
produced for Colors on Nickelodeon. For print 
companies such as the Times group, leaner edi- 
tions have become the norm. Hindustan Times 
has in fact wound up its entire business desk in 
Mumbai. Some media companies are even toy- 
ing with the idea of pushing wage cuts. “If 
salaries have risen five times when the going was 
good, the industry may also have to consider 
wage cuts when things are on the downside,” 
says Network18's Chawla. 

Painful for a sector that saw a 20 per cent 
growth in the heady two years before the finan- 
cial meltdown. 
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GREEN TECHNOLOGY 


Power Less 
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ENERGY EFFICIENT: 
LG has launched 
monitors that will 
consume lesser energy 


Ec o-friendly AT A TIME WHEN THRIFT IS THE CATCHWORD FOR 

k shoppers around the world, many are willing 
monitors, to pay a higher price for ‘eco-friendly 

pri nters and computer products. The extra bucks spent on 


them — to save the Earth — could certainly 
laptops that | save a few in the long run. 


Save power But how green are these green products? 
dpt Companies such as Sony and Apple have 
are pal nti Ng organised recycling drives in various countries 
the town for their end-of-life products. They also 
comply with the Energy Star ratings (based on 
green electricity consumption) that came into effect 
By Manashwi in the US in July this year. 
These may be real initiatives to become 
environment-friendly, but there are others who 
claim the clean tag for cosmetic changes such as 
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using recycled paper for packaging. Samsungs 
E200 eco phone, for instance, is encased in 
(green coloured) bio-plastic and comes in a 
recycled paper box. More of a green-wash as the 
core harmful components stay the same. 

Many computer makers, however, seem to 
have realised that the best way to go green is 
by lowering power consumption of new 
offerings through technological innovations. 

Dell has unveiled a stylish Studio Desktop 
that consumes 70 per cent less energy than a 
regular desktop. Taiwan-headquartered Asus 
recently launched a sleek notebook-sized CPU 
unit, Eee Box, which could help you save up to 
90 per cent on electricity consumption. The 
size and efficiency comes at a price of Rs 
16,000. But here’s the catch. The Eee Box has 
a much lower memory storage capacity of 
only 80 GB, as against the norm of up to 120 
GB these days. 

That is not all. LG may have cracked the 
code to rein in energy consumption in desktop 
monitors. It has recently launched its W52TE 
monitors in India, a 19-inch model of which 
uses 20 watts and the 22-inch, 22 watts under 
normal conditions — almost 50 per cent 
lower energy compared to other 
monitors of the same size. “The 
energy savings add up over time, 
especially as more people use their 
computers more and more,’ says R. 
Manikanand, business group head at 
LG Electronics India. 


Recycling is the 


NOKIA EVOLVE: P 

This phone is cased in a 
50 per cent renewable 
material, and comes in less 
packaging than an average 
mobile. It has a ‘low load’ 
charger, and can be recy- 
cled for an upgrade 





. advancements as ‘green’. After its Rs 10,000 
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VOLTAIC 
GENERATOR: A 
Manufactured by Voltaic 
Systems, this bag can 
charge your laptop on the 
go. Its built-in solar panels 
and fabric are made from 
recycled plastic bottles 


GREEN GADGETS: 
(left) Zenith Ecostyle 
laptops use less energy; 
HP's D2545 has an 
exterior made of 83 per 
cent recycled plastic 


Not to be left behind, laptops too are 
terming technical power efficiency 


PC — launched with much fanfare — failed to 
perform, Zenith Computers did some more 
work on the product and has come out with its 
EcoStyle range. But you will have to shell out 
Rs 14,999 for these Windows-enabled laptops 
that would save you a third of the electricity 
generally consumed by laptops. 

If you have no plans to change your 
computer, you could still go green by 
embracing green habits. Switching off your 
printer when not in use, recycling paper or 
recycling ink cartridges could go a long way in 
protecting the environment. 

Another way to get eco-friendly is to buy 
high-tech products that are ahead on the 
technology curve and are built to last. This will 
lead to a reduction in dumping of old, obsolete 
gadgets. With ‘recycling’ still a euphemism for 
shipping of e-waste to Third World countries, 
using tech products for longer periods could 
help those at the receiving end of this 
‘recycling’ exercise. “I use the PC that my 
brother used,” says Gowri Jayakumar, an 

aspiring singer. “I just 

need some basic music 
editing software and that 
runs perfectly well on 
what was once a very fancy 
PC,” she says, summing up 
the green philosophy. 


latest buzz word 


4 EARTH DRIVE: 

The casing of Costco's 
ATP 8gb EarthDrive mem- 
ory stick is made from 
biodegradable polyester 
derived from renewable 
resources, such as corn, 
and is recyclable 
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IT HAPPENS ALL THE 
time. Just when you 
have got your worst 
face on — the camera 
clicks. A picture with 
your eyes (wide) shut, 
though funny for 
your friends, could be 
really off-putting. For 


in focus blinks. Such 
cameras are progra- 
mmed to recognise 
the whites of the eye 
and refuse to click 
until they see them. 
They also have sharp 
sensors that do not 
allow one to click a 





SMART SHOT: Sony’s 
Cybershot offers an 
anti-blink technology 


The 13.9-mm slim 
camera has a 10.1- 
megapixel resolution 
and a 4x optical 
zoom. Sachin Rai, 


all such unhappy folk picture if the subject head of digital imag- 
here is an occasion to in focus forgets to ing at Sony India, 
grin — Sony has smile. These sensors says, “These cameras 


recently launched a 


smile-shutter camera. 


The new Cyber- 
Shot T77 offers an 
anti-blink and face 
detection technology, 
which warns the per- 
son taking the 
picture, if the subject 


detect the whites of 
teeth and never let 
anyone escape with- 
out a smile. Those 
who want an 
introspective shot 
have the option of 
switching the smile 
feature off. 


have double anti-blur 
and intelligent scene 
recognition that 
shoot better-looking 
pictures.” At Rs 
15,990, this camera is 
sure to bring a smile 
on everybodys face. 
Shalini S. Sharma 





Crystal Gr AZINE: Ice carver Jamie Wardley works on an ice sculpture 
for an upcoming ice sculpture festival in Bremen, Germany. 
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AUTOMOBILES 


The champion is here 





IT OFTEN FEATURES IN 
video games and 
Hollywood movies, 
and the number of 
performance awards 
it has won in various 
competitions could 
put Olympics record 
holder Michael 
Phelps to shame. 
German luxury car 
maker Audis racing 
car R8 — after its 
successful road debut 
last year — was 
launched in India 
earlier this month. 
Going by the response 
of customers so far, 
this Rs 1.17 crore 
(plus taxes) car is 
already a big hit. 
According to the 
company, ever since 
itslaunch in India on 
7 November, at least 
15 cars have been 
sold. The first car was 
bought by actor 
Sanjay Dutt in 
Mumbai. According 
to Benoit Tiers, 
managing director of 
Audi India, “The Audi 
R8 is not only a 
strong statement 
about the brand, but 
also about Audi's 
direction for the 


WINNER MODEL: 
Audi R8 is gracing 
Indian roads now 


future — to be the 
most successful 
premium brand 
by 2015” 

The only sports car 
of its kind in India, 
Audi R8 can attain 
top speed of 301 
km/hour and move 
from 0 to 100 
km/hour in just 4.6 
seconds. Concep- 
tualised in 2005 as a 
racing car, Audi 
developed its Le 
Mans Quattro into an 
R8 in 2006. The USP 
of this two-seater 
coupe is that it can be 
used for daily driving 
purposes with 
excellent results, 
unlike other sports 
cars that have to be 
driven at a particular 
speed for optimal 
efficiency. Being 
brought into India in 
a completely knocked 
down (CKD) form at 
present, the car is 
available in three 
colours — black, 
white and grey. 

Shalini S. Sharma 


Ifflvoeue 


BON VIVANT 


CEOs’ day out 


THE HARDWARE HERE WAS WOKS AND LADLES. WHILE 
Nasscom Chairman Som Mittal was seen making 
software of a different kind — tangy paneer corn 
bhujia laced with spices and coriander, a dish 
that had many takers — Shiela Singla, principal 
and founder of Chrysalis HRD, was found 
creating a riot with oranges. And Ashwani Singla, 
chief of Genesis Burson-Marsteller, was busy 
making a healthy salad with lettuce, parmesan 
cheese, croutons, eggs, lime juice and vinegar. 

No, this is not a sneak-peek into the kitchens 
of CEOs attempting a surprise Sunday brunch. 
The culinary skills of some CEOs were displayed 
at Gurgaon's Crowne Plaza for a cause. Twelve 
corporate honchos including Sanjeev Mohanty, 
managing director of Benetton India; Paul De 
Voijs, managing director of Volvo Cars India, 
and Krishan Dhawan, managing director of 
Oracle India, donned the chef's cap last week 
to raise funds for children of a lesser God. And 
they did succeed in raising Rs 9.6 lakh from 
over a hundred guests who turned up to | 
appreciate the handiwork of the off-beat cooks. 

The success of the lunch proved that the top 
guys had been honing their culinary skills and 
were as much at ease wielding the ladle in the 
kitchen area, as they were at handling balance- 
sheets and boardrooms. The proceeds of the 
event will be used to meet critical medical 
expenses of poor children across the country. 
This is the fourth edition of the annual fund- 
raiser organised by Gurgaon-based Genesis 
Foundation, a non-profit organisation that works 
with disadvantaged children. 

CEOs and a good cause certainly make for a 
delectable and mouth-watering fare. 

Janhavi Abhyankar 










1 DECEMBER 2008 61 BUSINESSWORLD 





Bookmark 








Co-CEO, Pangea3 

| am currently reading 
The Black Swan by 
NASSIM NICHOLAS 
TALEB. Black swans are 
highly improbable events 
with three characteristics 
— unpredictability, 
massive impact, and our 
desire to make them 
appear less random and 
more predictable than 
they were. The subprime 
crisis and 9/11 are 
classic examples. Taleb 
recommends planning for 
the effects of big, unex- 
pected events rather than 
day-to-day minutiae. | 
read books that guide me 
in my role of running a 
high-growth company. | 
am also reading How To 
Talk So Kids Will Listen. 








Tips From The 





by venkatesh g. 


THE SECRETS OF CEOs 150 GLOBAL CHIEF 
EXECUTIVES LIFT THE LID ON BUSINESS, LIFE 
AND LEADERSHIP BY STEVE TAPPIN AND 
ANDREW CAVE; NICHOLAS BREARLEY 
PUBLISHING; PAGES: 256; PRICE: Rs 1,400 


WRITTEN BY STEVE TAPPIN, A WELL-RECOGNISED 
CEO coach and a former CEO himself, along 
with Daily Telegraph journalist Andrew 
Cave, this book offers interesting insights into 
the lives and works of modern-day CEOs. 
Tappin and Cave have compiled the thoughts 
and advice of 150 global CEOs such as Tesco's 
Terry Leahy, Dell Computers’s Michael Dell 
and Wipro's Azim Premji, on issues ranging 
from globalisation to whom should a CEO be 
accountable to. 

These issues are dealt with in three chapters, 
each addressing questions such as how they 
lead their business in real life, what motivates 
them, are they equipped or even aware of the 
rapid developments of technology and concepts 
such as sustainable development, and what is 
their future outlook. One major difference be- 
tween THE SECRETS OF CEOS and other run-of- 
the-mill CEO advice books is a willingness to 
ask whether a CEO is more responsible towards 
shareholders, customers or to the community. 
There are some revealing responses. 

While most CEOs feel that shareholders 


at the Global CEO & Board 


coach and talent partner to 


ANDREW CAVE has been a 
financial journalist for about 18 
years. He has written for the Daily 
Telegraph since 1996, including 
three years in New York as US 
business correspondent and five 
years as associate city editor. 

He now works as a freelancer. 


= STEVE TAPPIN is managing partner 


practice of Heidrick & Struggles. 
A recognised authority on the 
CEO agenda, Steve has over 20 
years' experience as an advisor, 


Fortune 500 Global companies. 





Corner Office 


should get the priority, retail and banking CEOs 
are unanimous about putting customers first. 
Mervyn Davies, chairman and former CEO of 
Standard Chartered, believes this is because 
banking CEOs understand the importance of 
continuing relationships with customers. Soft- 
ware product companies echo similar thoughts. 

Brick-and-mortar company CEOs, on the 
other hand, feel that employees should count 
more than shareholders and customers; CEOs 
of mining firms and materials companies feel 
the same way. And interestingly, geography is 
also a factor when it comes to who CEOs should 
put at the top of their priority list. In the US and 
UK, shareholders are the leading stakeholders. 
But only 25 per cent of CEOs from other regions 
agreed on this. The majority still rank customers 
as the most important stakeholders. These 
dilemmas could have been explored in detail. 

The chapter on profiting from hard globalisa- 
tion reads like version 2.0 of Thomas Fried- 
man’s The World is Flat. Here, both Narayana 
Murthy, Infosys chairman and chief mentor, 
and Premji share perspectives on the need to 
have a global mindset. Both feel that the world 
is still not as globalised as it can be — an inter- 
esting point to make at a time when globalisa- 
tion (and globalised finance in particular) has 
wreaked havoc in world markets. The chapter 
goes on to point out that India and China — 
with about 40 per cent of the world’s pop- 
ulation, 1.5 million technical graduates by 
2010 and a huge middle class — should be 
foremost in the minds of CEOs. 

Interestingly, the authors reveal that 
most US chief executives still do not feel 
they have a global strategy. In most cases, 
it is more like a domestic “American mar- 
ket” strategy and a “rest of the world” 
strategy. In the same vein, the authors 
warn against viewing India and China 
through a single prism. 

They also sound a note of caution about 
the hype surrounding emerging markets, 
which they feel are overheated. Many 
traders thought they could make money 
with impunity without realising that the 
money they have invested in emerging 
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markets did not go into factory equipment or 
. fertiliser plants or bridges. Instead, most of it 

` fed equity markets, which could — and have — 
. eroded substantially. This year alone, foreign 

institutional investors have removed around 
$11 billion from the Indian equity markets. This 
has eroded investor wealth by $1 trillion. 

On managing the workforce, the book says 
that Gen Y will create à new work scenario, 
which would require new demands on leader- 
ship. The book toüches upon several issues but 
does not delve deep enough into areas such as 
talent management, encouraging innovation 
and engaging stakeholder interest. Lessons 
from Apple and Int innovation, handling 
the 2001 IT downtur and subsequent lessons 
learnt would have been valuable. Apart from a 
foreword, not much comes forth on entrepre- 
neurship from Richard Branson — arguably 
- among the most successful of his tribe. 

Tappin and Cave focus more on 'to do' rather 
than ‘how to do, or even the way things are be- 
ing done. That is a big let down. Also, there are 
not enough examples of where CEOs went 
wrong. That could have been a big hook for 
readers and aspiring CEOs. 

The book does make you think, and is written 
crisply. But it leaves you with an unsatisfying, 
unfinished taste in the mouth. 














SELECTION 1 


The Store 
Story 


INDIA'S STORE WARS 
RETAIL REVOLUTION AND THE 
BATTLE FOR THE NEXT 500 
MILLION SHOPPERS 

BY GOEFF HISCOCK; WILEY; 
PAGES: 200; PRICE: Rs 1,000 





FOR ALL THOSE WHO STILL DO NOT UNDERSTAND 
the fuss over the so-called great Indian retail op- 
portunity, Geoff Hiscock's book is a must-read. 
Considering that he has never had lengthy stays 
in India, his attempt to present the story of the 
Indian retail industry is laudable — if risky. 
Hiscock traces the roots of the retail revolu- 
tion, and some of the information would be 
news to many readers, especially those who 
have never ventured south of the Vindhyas. 
. They would, for instance, learn that ‘Saravana’ 
is not just the name of a South Indian restau- 
rant chain that serves mouth-watering dosas 
and idis, but that it is also the name of the old- 
est and most popular retail store in Chennai; a 
store which Hiscock describes as “both a marvel 


and a mystery of modern retail”. 

Although the book is based largely on his in- 
teractions with retail executives at various in- 
dustry conferences in India, nowhere does one 


get the feeling that Hiscock lacks knowledge of 


his subject. He even notices how the dressing 
style of India's top-two retail chiefs reflects the 
brands they represent: "Where Biyani (of Big 
Bazaar) is perennially tie-less and prefers to 
dress casually, Nagesh (of Shoppers’ Stop) is... 
always impeccably attired..." 

The book covers the entire range from Pan- 
taloon and Westside to Wal-Mart, Nalli's and 
Godrej Adhaar. All in all, a good book for an in- 
depth overview of the sector. 

Shalini Sharma 


SELECTION 2 
J. Mixed 
Flavour 


IF YOU HAVE THE PATIENCE TO 
watch several 24x7 news 
channels to figure out all the 
angles on a particular news 
story, read this book. Writing 
a book on a city that has al- 
ready been heavily written about is a brave at- 
tempt — particularly since information of all 
sorts is now available at the click of a mouse. 
MULTIPLE CITY: WRITINGS ON BANGALORE, ed- 
ited by Aditi De, is a bit like bendakaluru 
(steamed beans) in different flavours (this is a 
popular story of how Bangalore got its new 
name). That theme of diversity runs through 
Des collection. Some of the stories are based on 
the author's personal encounters, with more 
contributions from other writers — all well- 
known personalities and residents of the city. 
"Swalpa adjust maadi (please adjust a little)" 
the phrase used often to refer to Bangalore's 
culture, has become meaningless, says De. Un- 
fortunately for her, so is this collection of arti- 
cles. It is true Bangalore is a ‘multiple city, but 
it is like any large city in today's world. And it is 
only natural that the city will elicit different re- 
actions from newcomers as opposed to natives. 
And considering dwindling reader patience, 
placing poems between each chapter proved to 
be a bit jarring. Here, De has not captured her 
authors' passionate and not-so-passionate re- 
flections on the city. For example, the struggle 
to keep Kannada alive has lost relevance with 
the city's global position. But, hey, if you can en- 
joy differently flavoured popcorn, I am sure you 
can enjoy the great Bangalore soap opera. 
M. Rajendran 
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OUTLIERS: 

THE STORY OF 
SUCCESS 

BY MALCOLM 
GLADWELL 

Remember how Hush 
Puppies went from a tony 
suburban fashion trend to 
a worldwide marketing 
phenomenon? in Tipping 
Point, Malcolm Gladwell 
identified exactly what it 
took for a phenomenon to 
achieve popularity. in 
Outliers, he does the 
same for people, and not 
just your Bifl Gateses or 
Mozarts (they are in the 
book). Gladweli studies 
everyone from Canadian 
ice-hockey players to 
Asian math geniuses 

to Jewish lawyers in 

New York, He highlights 
how chance events can 
play a big role in 
someone's success, and 
he provides several 
examples to prove that. 
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Vidya's book 


was racist 


Fast Facts 
Born 

20 November 1923, 
Johannesburg 


First novel 
The Lying Days, 
published in 1955 


Notable works 
Burger's Daughter, 
July's People and 
The Gonservationist 


Notable awards 
Nobel Prize in 
Literature 1991; 
The Booker in 1974 
for Conservationist 


— Nadine Gordimer 


Professor and novelist 





NADINE GORDIMER IS 85, BUT CAN EFFORTLESSLY 
become a 10-year-old protagonist to narrate 
her tale of The Ultimate Safari. Novelist, 
screenwriter and champion of the disenfran- 
chised, that’s Gordimer. The Nobel laureate 
shares her views on books, politics and Barack 
Obama with BW s Mahul Brahma. Excerpts: 


a Yours has been a long fight against 
u apartheid. Do you still find traces of 
apartheid in South Africa? 

A: No. Apartheid no longer exists in South 
a Africa. It is like an extinct epidemic. 

There is a school near my house, which used to 
be only for Whites — the privileged ones. Now 
I see children of all colours running around, 
playing with each other. It is a miracle. Even 
when I go for walks at the park, I see couples 
of different skin colours. This is what we 
fought for — freedom from discrimination on 
the basis of skin colour. 


SATHEESH NAIR 


a becoming President of the US? 

A: It is a misconception that he is Black. 

a He is an embodiment of what we all 
stood for — the mix of colours, the mix of 
Black and White. I do not know why no media 
has mentioned it. It is not any race in 
particular, but their coexistence and being 
together that makes Obama special. 


Q a What do you feel about Barack Obama 


Q a How is the political situation in 
s South Africa now? 

a] We have a long way to go to become a 

æ mature economy. I am worried that we 
do not have a leader. I respect President 
Thabo Mbeki, but I am scandalised by his 
ostrich-like position on HIV. As for the man 
who would be President, Jacob Zuma, acquitted 
on charges of corruption and rape — he is a 
clever man, a great populist, but also a man of 
dubious character. 

The biggest problem that we are facing is 
corruption. I am sure India is, too... There is a 
phrase that governments like to use: “the poor 
are always with us”. But I would like to tweak 
that to “the rich are always with us”. Another 
issue is lack of commercialisation of agricul- 
ture. We have lots of land, but the youth is not 
interested in farming. We need to make it lu- 
crative enough for our young generation. Only 
then can we move towards a better economy. 


Q „ Who are your favourite authors? 
a Any Indian author you like? 
A „ | consider Chekhov, Tolstoy and 

a Dostoevsky as my professors. Reading a 
number of Indian authors has opened my 
mind — Tagore, R.K. Narayan, Amitav Ghosh, 
Rushdie, Nayantara Sahgal, Shashi Tharoor 
and Aravind Adiga. I felt Adiga’s White Tiger 
was extremely bold, brilliantly written, but too 
determined to shock... (Sir Vidya) Naipaul's 
book on Africa was a very racist one. 


= world of visuals today? 

a Writers are becoming irrelevant because 

ms of visuals. People are always looking into 
a gadget, and written words become less and 
less relied on to inform. There is no substitute 
for written words. You can take a book to 
Mt Everest, and you do not need a battery to re- 
charge it. I feel sad for the younger generation. 


Q " How relevant are written words in the 


„ Some of your books based on anti- 
Q =s apartheid theme were banned during 
the Afrikaans rule. 
„ It would have been an insult if they had 
a not been banned. It was an honour. 
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Is Green Energy 
the answer to the 
environmental challenge? 
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e Dr. Ajay Mathur, Director General, Bureau of Energy Efficiency, Govt. of India 
e Anjan Ghosh, Sr. General Manager - Sales & Marketing, Tata BP Solar 
Ashok Hattangady, Technical Director, Conzerv 

Dr. M.V. Ramana Rao, Promoter, Managing Director & CEO, MIC Electronics 
Ravi Khanna, CEO, Moser Baer Photovoltaic Ltd. 

Dr. Biswadip (Bobby) Mitra, Managing Director, Texas Instruments India 


Moderator: 
Srikanth Srinivas, Deputy Editor, Businessworld Supported by: 


Panel Discussion: Is Green Energy the answer to the environmental challenge? ISA 
Venue: [TC Hotel, The Windsor Bengaluru, Golf Course Road, Bangalore = 
Date: 21st November, 2008 * Time: 5:30 pm onwards a epai aie  ASSOCATION 


To attend call: Amitava Sarkar on +91 9379229397 or e-mail at amitava.sarkar2@abp.in 
For more information, log on to www.indiainfocom.com 
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RBI, instead of 
reserving the 
payment card 

business for 
banks, should 
design a market 
for liquid 
instruments 

to serve 

card issuers 


A NUMBER OF ENTREPRENEURS HAVE INNOVATED A 
new business recently. It involves taking cash 
from clients and giving them access to equiva- 
lent power to purchase goods and services. The 
right to buy may be confined to a particular 
shop or chain, or particular set of goods, or nei- 
ther. In its broadest form, this involves the 
equivalent of debit cards for those 
who do not have bank accounts. 

The business involves enormous 
possibilities for fraud; a scamster 
could sell cards worth millions and 
disappear. Even in the absence of 
fraud, a card issuer may run out of 
money or may default for other rea- 
sons. If one did, that would discredit 
the entire new industry. 

The government has, with fore- 
sight, acted against this possibility 
by legislating on payments and set- 
tlements systems. It is essentially an 
enabling legislation giving Reserve 
Bank of India (RBI) the power to 
regulate them. RBI has just put out a 
set of draft regulations for public de- 
bate. This is to be commended. Invit- 
ing as it does a response from all who 
are interested as well as all who know some- 
thing, it is superior to a debate in Parliament. It 
is to be hoped that all with some expertise will 
write to RBI. 

Although payment systems can be operated 
through telephones as well, let us call them pre- 
paid cards for simplicity. Reserve Bank distin- 
guishes between closed cards which can be used 
only in one shop or chain, and open cards which 
can be used more generally; then it has two in- 
termediate types — semi-closed and semi-open. 

Reserve Bank is pretty relaxed on closed 
cards. In respect of open cards, however, it takes 
the view that only banks and a few other non- 
bank institutions that it approves should have 
the sole right to issue cards. It is the licensing 
authority for banks at present; it wants to ex- 
tend licensing to card issuers also. Second, it 
wants all card issuers to deposit the cash they 
collect in banks. Third, it proposes to impose 
cash reserve ratios and capital adequacy ratios 
on the issuers. In other words, it wants to shape 
issuers in the exact image of banks, and it would 
not be very sorry if banks were the only issuers. 
Thus, the draft regulations sound as if they are 
designed to give banks a monopoly or at least a 


SUBHABRATA DAS 


dominance of the new business. 

That would be a perfect way of making sure 
that the new business would be stillborn. For as 
RBl is perfectly aware, despite all its efforts, gov- 
ernment banks have been very tardy in extend- 
ing their business beyond cities. Automatic 
teller machines are a cheap and simple way of 
extending the reach of banks, but the number of 
ATMs they have set up is a few thousand instead 
of lakhs that are required. They have good rea- 
sons for not extending their reach, namely that 
being government banks they have to employ 
people and pay them far above market wages. 
But the same reasons will prevent banks from 
exploiting the potential of the card business. 

If allowed to give licences, RBI will inevitably 
issue them in such a way that cards become a 
minor branch of bank business. So it is essential 
that there should be no licensing; anyone who 
fulfils certain conditions and obeys certain rules 
should be allowed to go into the business. The 
control that RBI wants to exercise can be 
equally easily attained by decreeing that every 
card issuer must deposit its cash collections in 
one bank only, and by getting that bank to ad- 
minister controls on use of that money. Essen- 
tially, the money should be invested only in in- 
struments that are completely liquid, and 
which carry zero capital risk. Banks should be- 
come regulators of the card issuers. 

RBI does not need to regulate the card issuers 
itself; it can surely leave the administration of 
the rules it formulates to the banks. This would 
be good for the banks themselves, for they 
would get far more business, from card issuers' 
balances and the loans they can support, than 
they would by monopolising the card business 
themselves. In effect, the card issuers would be 
mobilising deposits from the millions of poor 
and villagers whom banks do not want to touch, 
and hand over the money to banks and enable 
them to expand their business. 

Controls come easily to RBI; it can spin out a 
few pages of rules at the drop of a hat. But the 
impact of those controls on businesses is dire; 
they must employ thousands and waste 
millions to comply, and many businesses are 
never set up because of the controls. Instead of 
more controls, RBI should think about how to 
create a market for liquid funds to service the 
card issuers, and whether to set up a separate 
clearing system for them or to integrate it with 
bank clearing. 
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Data powers your company. 
And you're about to turn up the voltage. 


Introducing Microsoft" SOL Server® 2008. Harness the power of the data explosion. 
There's been an explosion in the amount of data, and the number of data formats, 
in enterprises in recent years. With new SQL Server 2008, you can harness the 
untapped power of that data explosion by integrating, managing, and delivering 
that power to your end users. One example: SQL Server 2008 integrates every kind 
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Grim Times 
And Truths 


OUR LAST COVER ON 
how the deteriorat- 
ing security scenario 
is spurring demand 
for private security 
agencies was sadly 
prescient. Now, with 
Mumbai ablaze, old 
fears have been made 
deeper by a more 
ferocious terrorism. 

Corporate, affluent 
India is clearly the 
new target of the fi- 
dayeen. Their desire to avenge 
abuses in Kashmir, communal ri- 
ots, the Babri Masjid and fake en- 
counters is being directed by rogue 
Pak elements towards destabilis- 
ing India's growth. The idea: to 
frighten investors and cap India's 
growing wealth and clout, which 
help New Delhi sideline Islamabad. 

A predictable response is hawk- 
ishness, and 'Let's Nuke Pakistan’ 
bumper stickers are proliferating. 
This is reminiscent of George W. 
Bush's cowboy reaction to the 9/11 
attacks, and Israel's hardnosed 
treatment of Palestinians. 

Hawks want India to imitate 
these approaches, but forget that 
after six years of war in 
Afghanistan and Iraq, the US has 
no victory, and 60 years after its 
founding, Israel knows no peace. 

Political extremism only aids 
terrorists, who diffuse their poi- 





This is the lesson the 
US public has learnt, 
even if George W. 
Bush has not, and 
why Barack Obama 


was voted into office. 
Indias security 
apparatus needs 


change, not chauvin- 
ism. A unified anti- 
terror command is a 
good idea, as is im- 
proving intelligence 
and quick-reaction 
forces. But we must accept that we 
ask too much of our forces and give 
them too little money and support. 
A country’s forces reflect the state 
of the nation. Being yet a Third- 
World country, we cannot expect 
our forces alone to function on a 
par with their First-World peers. 
But the most cumbersome truth 
of all is that terrorism rooted in 
real causes needs political solu- 
tions. If the British can make deals 
in Ireland, the Chinese make peace 
with Vietnam, the Israelis give land 
to Palestinians and the US talk to 
Iran, surely India can do the same 
in Kashmir and elsewhere. The 
identity violence our politicians 
unleash, as in Orissa, is also terror- 
ism and should be dealt with as 
such. India’s now shaken CEOs 
must push for this, for the road to 
becoming a rich country will never 
end until we become a just society. 


usinessworld 


Volume 28 Issue 29. 
For the week 2-8 December 2008, 


Released on 1 December 2008. 


Editor 
Jehangir S. Pocha 


Editorial Offices 
2nd Floor, Express Building, 
9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 
Phone: 23702170-79; Fax: 23702062 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg 
(Opp. Century Mills), Worli, 
Mumbai 400 013 
Phone: 24962587-94; Fax: 24962596 


Advertisement/Circulation/ 
Subscription enquiries 
2nd Floor, Express Building, 
9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 
Phone: 23702170-79; Fax: 23702061 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg 
(Opp. Century Mills), Worli, 
Mumbai 400 013 
Phone: 24962587-94; Fax: 24962597 


Head Office & Regd. Office 
ABP Pvt Limited 
6, Prafulla Sarkar Street, Kolkata 700 001 
Phone: 22378000, 22374880 


Regional Offices 
Chennai 
267 B Royapettah High Road 
Chennai 600 014 


Phone: 28131278, 28131279, 28131286 


Fax: 28131502 
Bangalore 


No.14, State Bank of India Road, 4th Floor 


Bangalore 560 001 


Phone: 25588127, 25588928; Fax: 25596294 


Hyderabad 
PTI Building, 3rd Floor 
A C Guards, Hyderabad 500 004 
Phone: 23317147; Fax: 23307454 
Subscription Service 
To subscribe or renew, please contact at 
businessworldsubscriptions@abpmal/.com 
The current rate for subscription are : 
One Year - Rs. 520 (52 Issues) 
Two Years - Rs. 1,040 (104 Issues) 
Three Years - Rs. 1,560 (156 Issues) 


Businessworld does not accept responsibility for 


returning unsolicited manuscripts and 


photographs. All unsolicited material should be 
accompanied by self-addressed envelopes and 
sufficient postage. 


Published from Express Building, 3rd Floor, 9-10, 


Bahadur Shah Zafar Marg, New Delhi - 110002 and “ 
l [ printed at Swapna Printing Works (P) Ltd., Doltala, 
ZA North 24 Parganas by Shyamal Mukherjee for and on 


India Inc. cannot detach its future 
from the rest of India’s. 


sonous ideas in the fissures that 
form between people and cultures. 


behalf of ABP Pvt. Ltd. 
Editor: Jehangir S. Pocha 
a : : R.N.I.No. 39847/ 81 
jehangir s. pocha, editor 





yours Standard Qe 
Ls St Chartered Suy 








STRIKING THE RIGHT BALANCE FOR OVER 150 YEARS 
PERSONAL BANKING | SME ! PRIVATE BANKING | WHOLESALE BANKING | WWW.STANDARDCHARTERED.CO.IN 





Ihig your comments 


Filling The Gaps 


Security of its people and national property should be 

i 7 š ` paramount for any government (‘The Protectors, BW, 1 
HERE HAS TH 1 k ze | sy | December 2008). Sadly enough, the Indian government has 
MONEY — mU failed to do so — evident from the gruesome terrorist attack 
GONE? in Mumbai this week. The private security companies in 
| | India are trying to fill the gaps, and also make good money 
from it — though they cannot ensure foolproof security 
either. Their business has seen growth in the past few years 
due to frequent terrorist attacks and social unrest in the 
country. The security services sector has also become one of 
the largest job providers in the country — especially for 
youth from rural regions. But there needs to be strict 
guidelines and licensing norms to regulate this industry. 
Only then can the citizens of the country feel safe. 


Pranab Gogoi, New Delhi 





WRITE IN AT RBI’s Onerous Job The Real Problem 
bweditor@abp.in The frequent cuts in cash reserve ratio (CRR) Finance Minister P. Chidambaram is 
or post uson by the Reserve Bank of India (RBI) to infuse suggesting that companies should cut prices 
www.businessworld.in liquidity into the system in the past few to increase demand, but the roots of the 
months are testimony to the precarious problem lie somewhere else (‘India Private 
situation the economy is facing ("Staying Limited, BW, 1 December 2008). There are 
Afloat, Barely, BW, 1 December 2008). It multiple taxes on a single commodity, and 
would be wrong to assume that every rupee especially irksome is the service tax . Its 


released through CRR cuts would show in the present rate — 12.36 per cent — is too high. 
banks’ loan books. Also, there is going to bean The government should bring it down to old 


inevitable slowdown in certain sectors of the levels of 5 per cent — that will bring prices 
economy — leading to further deterioration in down and create demand. 

asset quality — as there has been a contraction Mahesh Kapasi, on email 
in demand of goods and services globally. 

Though RBI has managed the crisis well in What A Loss 


these difficult times, it will have to continue to The government has grossly mishandled the 
burn the midnight oil and make banks remain auction of 2G telecom licences; there are no 


comfortable on all fronts. The RBI needs to two opinions about it (“Missed Oppor- 
help the banks in their efforts to retain the tunities, BW, 1 December 2008). The issue is 
trust and confidence of the people. getting more attention from all quarters since 


Srinivasan Umashankar, Nagpur the government is struggling to find new 
revenue sources in this difficult time of 





In Depth telecom ` . . n 
mms" slowing economic growth. While Telecom 
Missed Minister A: Rajas tency | 
Opportunity inister A. Raja s competency has come 
I emas under the scanner, the new telecom 


companies are not complaining as they have 
reaped handsome benefits by selling stakes in 
their firms to foreign players. With the 
Opposition and the Left sniffing corruption 
in the deals, the government must order a 
high-level investigation to come out clean. 
Amitesh Gujral, Nagpur 
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82 Comment: lan Cardozo 
Why India needs to take a tough line 
in its war on terror. 





ON POINT 


Commandos at - 
Nariman House in 12 Room For Less 







om 


Builders in India need to cut prices like 
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How can disease be detected 
before it strikes? 
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The Siemens answer: Early detection and prevention. 


Our innovations combine state-of-the-art laboratory diagnosis, imaging technologies and IT for 
an earlier prevention and more specific diagnosis thus enhancing patient care. 
www.siemens.com/answers 


Answers for life. 
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Developers in 
India need to 
cut prices 
like their 
counterparts 
in the UAE 


BEING PROACTIVE: 
Developers in Dubai and 
Abu Dhabi have cut 
prices by 4-5 per cent 
to drive demand 
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DOMESTIC REALTY 
companies that made 
enormous money 
during the boom in 
the past three years 
have obstinately dis- 


missed suggestions of 


slashing property 
prices despite a 30-35 
per cent drop in de- 
mand in the past six 
months. Indian de- 
velopers could take a 
leaf out of their coun- 
terparts in the Mid- 
dle-East on how to 
perk up demand. 

In a coordinated 
move, developers in 
Dubai — who have 
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been advertising in 
India and have at- 
tracted a steady 
stream of investors — 
have decided to cut 
back on construction 
and trim prices to 
counter the ongoing 
financial crisis. News 
reports emanating 
from the Middle-East 
say builders have cut 
prices up to 4-5 per 
centin Dubai and 
Abu Dhabi. 
High-end villas are 
being sold at a rebate 
of 20 per cent as 
banks tighten lending 
norms. The slow- 


down in Dubai will 
also affect Indian re- 
alty as construction 
giants such as Emaar 
and Damac Proper- 
ties — who have been 
investing in India — 
will now face prob- 
lems meeting their 
commitments here. 
The move to restrict 
supply and offer af- 
fordable prices in 
Dubai is being coor- 
dinated at the govern- 
ment level. That is 
probably because offi- 
cials such as Mo- 
hamed Alabbar (also 
the chairman of 
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Emaar Properties) 
have interests in re- 
alty. He has taken the 
lead to ensure devel- 
opers fall in line. In- 
dian developers need 
to learn from their 
counterparts in 
Dubai. But with lead- 
ing Indian developers 
continuing to ride a 
high horse, the prop- 
erty market is frozen. 
"They have failed to 
cut prices substan- 
tially to generate de- 
mand,” says Arvind 
Pahwa, CEO of JP- 
Morgan Real Estate. 
Gurbir Singh 


trillion euros. The reduction in the market value of stocks listed on Dow Jones Stoxx Index this year. 
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reform is not an option. It is an imperative.” 


Tough Times 


Plummeting 
endowments 
are forcing 
Harvard 
University to 
cut expenses 


COST-CUTTING: The 
university plans to stop 
all staff hiring 


THE DEAN OF HARVARD'S 
Faculty of Arts and 
Sciences has called for 
an immediate freeze 
on staff hiring and 
strongly encouraged 
department heads to 
consider cancelling 
faculty searches. 

In an email, Michael 
Smith, dean of the 
largest Harvard fac- 
ulty, outlined immedi- 
ate steps in response to 
the worsening eco- 
nomic climate. 

“Given our heavy re- 
liance on endowment 
income, these losses 
will have a major and 
long-lasting impact — 
one that will require 
significant reductions 
in our annual ex- 
penses, Smith said. 

Smith's message 


RIPPLE EFFECT 


Payments of higher and higher ransoms has 
triggered an increase in attacks worldwide 


Pirate ems e crew 
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"In these challenging times, budget 


comes two weeks after 
Harvard's president, 
Drew Faust, told the 
Harvard community 
that the university is 
looking for ways to re- 
duce spending across 
the campus, raising 
the specter of cuts to 
programmes and com- 
pensation, as Har- 
vard’s endowment 
plummets. Harvard 
University has the 
world’s largest univer- 
sity endowment stock- 
pile of $36.9 billion. 





Leading educational 
institutes in India such 
as an Indian Institute 
of Technology or an 





The allies of Phili- 
ppines President 
Gloria Macapagal 
Arroyo defeated an 
attempt by opposi- 
tion leaders to 
impeach her on 
corruption 
charges. The 


Indian Institute of House Justice 
Management still Committee dis- 
oblivious of the missed the 
downturn. impeachment 


Their survival may 
not depend on endow- 
ments — they are 
funded by grants from 
the Indian govern- 
ment — but they can 
surely start thinking 
on these lines. 

BW Bureau/Bloomberg 


PHARMACEUTICALS 


PATENTING RES 





complaint. The 
complaint alleged 
that Arroyo and 
her husband were 
directly involved in 
an internet broad- 
band deal with a 
Chinese firm. 


IGTIONS 


THE PUBLIC FUNDED R&D (PROTECTION, 
Utilisation and Regulation of 
Intellectual Property) Bill, cleared 
recently by the Cabinet, mandates 
patenting of medical research. 

The law is modelled on the 
Bayh-Dole Act in the US, which 
has been criticised for creating a 
culture that allows scientists and 
institutions to put profits (patent 
fees and royalties) above all else, 
thus impeding knowledge-sharing 
and access to medicines. “The 
Indian Act threatens to replicate 
all the failures of Bayh-Dole, but 
likely with more damaging 


8 DECEMBER 2008 | 3 BUSINESSWORLD 


consequences,” says Ethan 

illen, executive director of the 
Universities Allied for Essential 
Medicines (UAEM), a coalition of 
students in 40 research institu- 
tions in the US, the UK and 
Canada. "While Bayh-Dole inclu- 
ded several weak safeguards to 
protect access in the interest of 
public health, a draft of the Indian 
Bill, excluded even those," he 
says. Given that UAEM represents 
universities behind some break- 
through drugs, this is a warning 
that India will do well to heed. 
Gauri Kamath 





AIRPORT 
UNDER SIEGE 


Thousands of 
protesters occupied 
the Suvarnabhumi 
airport in Bangkok 
— Thailand’s main 


international airport 
— on Wednesday 
as they pressed 
their demand for 
the government's 
resignation. The 
protesters rejected 
a proposal to 
conduct fresh 
elections saying 
that elections will 
not solve the 
political crisis. 


PHARMACEUTICALS 


No Qualms 


A PE firm 
brushes aside 
the Perlecan 
failure to 
venture into 
drug discovery 


INDIA IS SEEING THE 
first blush of private 
equity or venture 
capital interest in a 
drug discovery rese- 
arch firm after a one- 
year lull following the 
failure of Dr Reddy's 
Laboratories’ rese- 


arch firm — Perlecan 
Pharma — which cost 
ICICI Venture and 


Citigroup Venture 
Capital International 
about $3.5 million. 
Gurgaon-based 
Baring Private Equity 
Partners (India) has 
announced that it 
will invest up to $15 
million (Rs 75 crore) 
in Sphaera Pharma 
— owned by Sundeep 
Dugar. Baring is 
following a different 
approach. While 
Citigroup and ICICI 
had invested in just 
four experimental 
drugs, Baring is 
supporting Sphaera’s 
entire research effort. 
“Assigning a value to 
certain molecules is 
very difficult. So 
instead, we have 
adopted a platform- 
based approach,” says 
Akhil Awasthi, 
partner at Baring. 








Stumbling Block 


EVEN THOUGH YALE UNIVERSITY HAS LAUNC- 
hed a $75 million India initiative, it has no 
plans to set up an institute in the country. 
Yale President Richard C. Levin, who was 
in New Delhi recently, has ruled out such a 
possibility. Despite reputed institutes shyi- 
ng away from India, the government is in 
no hurry to speed up its pending legisla- 
tion. The Foreign Education Providers’ Bill 
that would bring foreign universities to 
India is still stuck in Parliament. 

Shalini S. Sharma 





SANJAY SAKARIA 


Noemie Bisserbe 


Reality 
Check 


Carbon dioxide levels in the atmosphere are already in the danger zone, says a team of international 
scientists led by director of NASA’s Goddard Institute for Space Studies James Hansen. 
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Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 
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Make it happen 


The Royal Bank of Scotland Group 
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( 
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MAKING NO HEADWAY 


IF YOU THOUGHT INDIAN 
hockey could not sink 
any lower, think 
again. The Premier 
Hockey League (PHL) 
looks set to miss its - 
winter season this 
year, slated for 

ESPN Star and 
Leisure Sports, the 
owners of PHL had 
signed a 10-year deal 
with Indian Hockey 
Federation (IHF) for 
organising and broad- 
casting the event. 
But at the moment, 
IHF is involved in a 
bitter law suit against 
the Indian Olympic 
Association (IOA), 


A Chinese 
auto maker 
beats the 
downturn to 
drive into 
India 


BOLD MOVES: 

A worker at FAW's plant 
in Changchun, China. 
The auto major plans to 
invest Rs 1,500-2,000 
crore in India 
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which suspended IHF 
earlier this year after 
India failed to qualify 
for the Olympics — 
something that has 
never happened 
before. IOA also abro- 
gated IHF's rights to 
run domestic hockey 
and send Indian 
teams for internation- 
al competitions. 


AUTOMOBILE 


Trend Breaker 


TAKING A CUE FROM 
Tata Motors, another 
auto manufacturer, 
Ashok Leyland, 
recently cut down the 
number of working 
days in a week to 
three. Tata Motors has 
also since shaved off 





ESPN Star and 
Leisure Sports risk - 


violation of contract if — 


they seek IOA's 
patronage. On the 
other hand, they may 
be stigmatised as 
‘rebels’ by IOA, if 
they go ahead with 
PHL in association 
with IHF. PHL's fate 
now depends on the 
verdict of the Dethi 
high court — the next 
hearing is scheduled 
for 8 December. If a 
decision is taken by 
then, there may still 
be time to organise 
the winter season by 
around March. | 
Feroz Ahmed 


4,000 temporary 
workers. The only 


saving grace perhaps 
is that auto firms have 


not yet axed 
permanent staff 


despite plummeting 


demand. 
Companies with 


BLOOMBERG 
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Royal Concertgebouw 






Berlin Philharmonic 


Vienna Philharmonic 


London Symphony 
Chicago Symphony 


Bavarian Radio Symphony 


Cleveland Orchestra 


finance arms such as 
Mahindra Finance are 
also not exactly in 
good shape, even 
though about 95 per 
cent of commercial 
vehicles are bought 
via financing. 

So, the state of the 
automobile sector 
looks as grim as that 
of the rest of the 
economy. But there 
will always be those 
who beat the trend 
and take risks. 
Chinese auto major 
First Automobile 
Works (FAW) Group 
— in a joint venture 
with Ural India — has 
chosen this time to 
plan an investment of 
Rs 1,500-2,000 crore 
in India. It plans to 
make passenger cars 


CHE ee ets 
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Angeles Philharmonic 
Budapest Festival 
| 10 Dresden Staatskapelle 


Source: Gramophone 





(priced at Rs 1.6 lakh) 
and 80-seater buses 
in the country. 
Similar to China’s 
reaction to the 
financial crisis, FAW 
seems to be looking at 
the long-term 
potential. Its cash- 
rich balance sheet 
(like China’s record 
forex reserves) has 
enabled FAW to enter 
new markets where it 
is willing to sell cheap. 
The company also has 
the advantage of 
being able to provide 
suppliers credit 
financing. Again, the 
advantage lies in the 
cash richness, and the 
companys non- 
dependence on the 
banking system. 
Manashwi 
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billion dollars. The loan IMF has approved for Pakistan to help it tackle possible economic meltdown. 
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AMIT VERMA 





Skincare foray 
Dabur India has 


acquired a controlling 
stake in Fem Care 
Pharma, a leading 
player in the womens 
skincare products 
market, for Rs 203.7 
crore. The all-cash 
deal saw Dabur 
paying Rs 800 a share 
for a 72 per cent 
stake. Dabur will also 
make an open offer 
for the additional 20 
per cent in the 
company, as required 
under the takeover 
regulations. "This 





| E SKS Microfinance 
= Bluefoods Concepts 
= JB Pharma SEZ 

- Kotak Urja 


Carwale.com 


= Myntra Designs 
MAPE Advisory Group 
Neilsoft 

Mastek 





transaction would 
give Dabur an entry 
into the high-growth 
skincare market with 
an established brand 
name,” said Anand 
Burman, chairman 
of Dabur India. 


Abandoning bid 
BHP Billiton, the 
world’s largest 


mining company, has 


abandoned its $60 
billion hostile bid to 
acquire competitor 
Rio Tinto, citing 
turmoil in financial 
markets, uncertainty 
about the global 
economic outlook 
and regulatory 
concerns in Europe. 
After pursuing the 
bid for more than a 
year, BHP said it no 
longer believes that 
completion of the 
deal “would be in the 
best interests” of its 
shareholders. 


















One for the road CEO of FIAL. The 
Fiat India facility was set up as 
Automobiles (FIAL) a Rs 4,000-crore, 


50:50 joint venture 
between Fiat and 
Tata Motors, and 
has a capacity to 
make 200,000 
cars annually. 


has commenced pro- 
duction of the much- 
awaited Linea sedan 
at its plant in Ran- 
jangaon, near Pune. 
The commercial 
launch of the car is 
scheduled for mid- 
December. Tata-Fiat 
dealers will distribute 
the Linea, and its 
price is still being 
worked out, said 
Rajeev Kapoor, man- 
aging director and 


HEMANT MISHRA 





Sun Pharma makes 
third US purchase 
Sun Pharmaceutical 
said it has acquired 
US-based drug ingre- 
dients manufacturer 
Chattem Chemicals 
for an undisclosed 


amount from Elcat 


Inc. “This acquisition 
reflects our strategic 
resolve to be a more 
active player in the 
pain management 
segment in the US,” 
Sun Pharma 
Chairman and MD 
Dilip Shanghvi said. 
This is its third 
acquisition in the US. 


Alternative fuel 
Tata Chemicals said 
it would invest 25 
million Singapore 
dollars for a 35 per 
cent stake in JOil, a 
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Undisclosed investor US | 
Future Capital Holdings India — . 2876 — Australia 
IL&FS Investment Manager India | 
| Hime n Philippines 
Undisclosed investor US | 
Undisclosed investor US | Taiwan lB No. of deals 
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Singapore-based jat- 
ropha seedling firm 
set up by Temasek 
Life Sciences 
Laboratory (TLL). 
"We have tied-up 
with TLL, which is 
into research and 
development work on 
jatropha, and are try- 
ing to bring some 
fruits of their tech- 
nology to India,” said 
Managing Director 
Homi R. 
Khusrokhan. 


Colgate's exit route 
Colgate-Palmolive 
has sold its 20-year- 
old Nepal business to 
a domestic company, 
Everest Hygiene 
Products. The latter 
will also manufacture 
toothpowder for 
Colgate on a contract 
basis. The sourcing 
will help maintain 
continuity of 
operations of the 





nav; a ay. AN AS = aio 
AES N 
MESS uie dp ^oc 
St) S 


20 

j 

~ 
acm T R33 
"9 b svn 

*t re B 

ket DEM á 








0 200 400 600 800 


PE investments by i 


No. of deals 
10 15 20 25 30 35 40 45 50 55 60 65 


Financial services 
dee eer case 22 OF 






ME Biotech-Human 


plant and exports 
from Nepal. 


The Buick stops 
General Motors (GM) 
and Tiger Woods are 
ending their 
marketing accord one 
year earlier than 
planned as falling 
auto sales spur cost 
cuts at the 
automaker. Woods 
has endorsed GM 
products for the past 
nine years, making 
about $7 million a 
year. The need for 
"budget efficiencies 
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Manufacturing 


Computer software 


Consumer services 


lll No. of deals 
Deal value 


Internet 
content 


Agriculture, Forestry 


Alternative energy 
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. Note: Sum invested is actual money taken down or disbursed to portfolio co 

as investments where the investor is a PE firm. The above tables do not 

i investors, hedge funds, trusts and corporate investors. Such investors are taken 
they have invested alongside PE firms. 


during a difficult 
economy” contri- 


buted to the decision, 


said GM, which is 
seeking to cut US 
marketing expenses 
by 20 per cent. 


Capital push 


Private insurer Max 


New York Life (India) 


has increased its 
paid-up capital by 
Rs 350 crore to fund 
its expansion plans. 
“This new infusion 
will increase our 
paid-up capital to 








Bilimoria's Cobra 
beer up for grabs 
Karan Bilimoria, 
Indian-born founder 
of the UK’s Cobra 
beer, has put the 
company up for sale 
in a deal that may 
value the brewer at 
£200 million. 
Bilimoria appointed 
investment bank 
Rothschild to find a 


Rs 1,782 crore,” 
Rajesh Sud, CEO and 
managing director, 
Max New York Life 
(India), said. The 
capital will be used 


new investor in the 
company he founded 
18 years ago after the 
failure of talks earlier 
this year to sell a 
stake to Diageo Plc. 


for increasing the 


companys presence 
in the country by 
setting up more 
offices and employing 
more agents. The 
capital infusion is a 
part of the company's 
aim to raise its paid- 
up capital to Rs 
3,600 crore by fiscal 
2011-12, Sud said. 


Top Asia deals 







NATION DEALSIZE 


(SM) 
FountainVest China Growth Hong Kong Undisclosed investor US 310.00 
Capital Fund 
Doosan Technopack South Korea MBK Partners South Korea 293.60 
Xiabu Xiabu Catering China Actis Capital UK 50.00 
Management 
Shanghai Yupei (Group) China Equity International US 46.00 
Properties 
~ DAC holding China IDG Technology China 45.00 
| | Venture Investment 
Shenzhen EASOU Technology China iD TechVentures Taiwan 12.00 
Sichuan WOWO Supermarket China ARC Investment US 10.00 
Chain Management Partners 
Fujian Haiyuan Automatic China Walden International US 6.00 
Equipments 
Changzhou Bairuiji Biomedical China Jiangsu Jiuzhou Capital China 2.94 
Youshou Digital Technology China Legend Capital China 2.93 
. Figures for 9-22 November 2008 
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Quick Take 





Should FIs be allowed to buy ownership 


stakes in Indian companies? 


We asked... Anand Tandon, director, equities, Brics Securities; Ajit Ranade, chief economist, Aditya Birla Group; 

A. Murugappan, executive director, ICICI Securities; Ganesh Ram, MD, Veta; Jason D'Souza, DGM, communications, Glenmark 
Pharmaceuticals; Pranay Bhatia, partner, Economic Laws Practice; Ranjit Kapadia, head of research, Prabhudas Lilladher; Samir 
Modi, MD, ColorBar; Sudip Bandyopadhyay, director & CEO, Reliance Money; Sundeep Malhotra, CEO, HomeShop18; Suvojoy 
Sengupta, partner, Booz Allen Hamilton; Vikram Akula, chairman, SKS Microfinance; V. Raghuraman, principal advisor, CII. 





66 In a free market environment, 66 Where there is no question of Š 5 No. We need to find avenues 

all investors should be treated ona long-term public good, it does not for attracting capital that will 

par, irrespective of their origin. $9 make a difference. ^ s power our economy ahead. $ 3 

Sudip Bandyopadhyay, director and Anand Tandon, director, equities, Sundeep Malhotra, chief executive 
CEO, Reliance Money Brics Securities officer, HomeShop 18 


Yes 
409/0 


No 
40% 


Maybe 
20% 


YES BECAUSE: Corporate democracy and tenets of good corporate governance demand 
that shareholders should appoint and monitor the management of a company. Since foreign institu- 
tional investors (Flis) are allowed to buy shares in Indian companies, they should also be offered the 
right to have a say in the management of that firm. Flls can bring their global business solutions 

with best practices to provide diversified vision to Indian businesses. Combining FIl’s global experience 
with Indian promoters' understanding of local conditions can provide tremendous impetus. It would 
nonetheless be important that Flls act in true spirit of partnership and with a long-term vision to reap 
the maximum benefits. 


NO BEGAUSE: The Flls look at a maximum investment horizon of five years. And their 
decisions are based on such short-term plans. It will be disastrous for an organisation if these investors 
manage to influence management. Today, most financial investors — even domestic ones — do not 
have the long-term outlook that promoters of a company typically have to build businesses through ups 
and downs of business cycles. Ownership by such investors may not be in the interest of the company. 
In the core sectors in particular, Flls should not be allowed to take majority stake. Also, companies run 
by Indians are able to offer a better proposition to consumers as their benchmark is the Indian buyers 
and not the international one. 


MAYBE BEGAUSE: Where long-term public good is not involved, it does not make a 


difference whether a company is owned by Indians or foreigners. But in sectors where long-term public 
deliverables are involved, such as in insurance, mining and telecom, there cannot be a blanket approval 
for ownership of companies, and a regulated mechanism is essential. India needs capital to build 
infrastructure in almost all sectors, so it hardly matters if Flis or somebody else holds the controlling 
stake. However, for strategic sectors such as defence, there may be some strict guidelines. The bar on 
Fils is not obstructing money flow into India. It is the credibility in the markets that decides Flls’ 
investment decisions. If that can be taken care of, the money will come anyway. 


R DECEMBER 2008 20 BUSINESSWORI.D 


By bright ideas. 


Innovation from Bosch: Bright ideas are an everyday event at Bosch. 
On an average, Bosch registers 14 patents each working day. A 
staggering achievement made possible because Bosch invests more 
than 7.5% of its sales in research and development each year. Every 
technical innovation that comes from Bosch touches our lives and is 
truly "Invented for Life". www.boschindia.com 


For information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 


Invented for life 
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DOWN BUT NOT OUT: 
While Yes Bank 
Chairman Ashok Kapur 
(left) was found dead at 
the Oberoi hotel, cap- 
tains of industry such 
as Ratan Tata (centre) 
and Deepak Parekh 
(right) say they are 
determined to meet the 
challenge posed 

by terrorism 





SANJIT KUNDU 


the post-Godhra riots and fake encounters, and 
the desire of extreme Pakistanis to destabilise 
India’s economy,’ another security official says. 

This was supported by the terrorists them- 
selves when two of them separately used 
hostages’ cellphones to call up popular news 
channel India TV on Thursday. The first call 
was made by a man calling himself Shahdullah 
from the Oberoi hotel, who said he was from 
Hyderabad. “We Muslims who live in India 
should not be harassed. Things like demolition 
of Babri Masjid and killings should stop,” he 
said. The second call came from a man calling 
himself Imran Babar from Nariman House, 
where he and others had attacked Jewish resi- 
dents. “We are tired of facing tortures and injus- 
tice; we are forced to do this,” he said. 

Helping out such disgruntled elements are 
anti-national gangsters in Mumbai and fanati- 
cal Pakistani fidayeen, such as Ismail from 
Faridkot in Pakistan, one of the terrorists cap- 
tured in Mumbai. His participation has fuelled 
anger over Pakistani involvement in the attacks. 
“Just look at how perfectly (the terrorists) chose 
their weapons and ammunition,’ the security of- 
ficial says. A source at the Intelligence Bureau 
adds, “We were stunned by the magnitude of the 
attack. We have more casualties among security 
forces than the whole terrorist group. Maybe the 
al Qaeda manual, which directs terrorist organi- 
sations worldwide on such attacks, was used.” 

The economic focus of the attacks is also clear 
given their targets. While terrorists often hit 
economic symbols and civic landmarks, such as 
the veritable Taj Mahal Hotel, a symbol of In- 
dia’s independence and dignity, the ‘Deccan 
Mujahudeen’ started their butchery at the 
Leopold Café in Mumbai, a favoured watering 
hole with backpackers and tourists. That the 
terrorists then rounded up people with British, 
American and Israeli passports has furthered 
reinforced this view with the public. “The 
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terrorists are trying to shatter confidence in 
India among the global community,” says 
Nivedita Dasgupta, a Mumbai-based inde- 
pendent corporate trainer. 

Already, IHS Global Insight, a US economic 
forecasting firm, has raised India’s security risk 
rating by 0.25 to 3.50 “to reflect the continued 
volatility in Mumbai and the potential for coor- 
dinated attacks in separate locations”. The 
British High Commission and American Em- 
bassy have also issued travel advisories. And it is 
estimated that even if 10 per cent of foreign 
companies restrict travel to India over the next 
year, the country could loose $1-7 billion in in- 
vestment. “These terrorist attacks will definitely 
affect Brand India,” says Prasoon Joshi, regional 
creative director with McCann Erickson. “Right 
now, people are not negative of the market, but 
they question whether India can take care of 
herself and her people.” 


The Price Of Power 

Ironically, the messages of condolence and ma- 
terial (including intelligence) support pouring 
into New Delhi from global capitals indicate the 
cause of Islamabad’s concerns. Up to the early- 
1990s, the world, particularly the US, treated 
India and Pakistan on a par in economic negoti- 
ations, diplomacy and military matters. If a US 
minister visited New Delhi, he also flew to 
Islamabad; if India bought some weaponry, 
Pakistan was granted the same. All that has 
changed now. 

India is becoming a global power with invita- 
tions to join the G20, while Pakistan has be- 
come a pariah state. Last week, when it asked its 
traditional donors — the Saudis and China — 
for yet another financial bailout, it came away 
empty handed for the first time. “We can be 
proud of our own accomplishments, but we also 
need to be careful,” says a New Delhi-based 
CEO. “When I lived in Singapore during the 
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1980s, the government was always telling busi- 
nesspeople to underplay their success and 
wealth (so as) not to cause jealously among the 
Malaysians and Indonesians,” he recalls. “India 
should study the challenges of rising powers.” 


Fear Over The City 

On the debris-strewn streets of Mumbai, such 
calculations were cold comfort to those still 
coping with the trauma of the attacks. Pallavi 
Dalal, a fashion designer, says she was enjoying 
drinks with friends at Leopold when the gun- 
men came. “We only managed to get a table at a 
far corner near the side entrance, and that saved 
us,” she says. “When we heard a loud crackling 
noise, we looked around and saw these two 
chaps crossing the road and firing into Leopold 
with automatic weapons. We ran out from the 
side entrance and down the lane into the first 
building we saw. Firing blindly, they then ran 
down the lane we had escaped, towards the Taj 
Hotel. They were shooting all the time, some- 
times with one hand, and only stopped to renew 
the magazine of what we sensed were AK-47s.” 

Schubert Fernandes of Hanmer MS&L Com- 
munications, whose office is opposite Leopold, 
says he watched in shock as the men sprayed the 
resto-bar with bullets. “The injured lay bleeding 
on the street for 20 minutes before ambulances 
arrived,” even though there is a police station 
just yards away, he recalls. 

The mayhem the gunmen then caused at the 
Taj and Oberoi hotels stunned the city. Ajay 
Maru and Ashish Jhunjhunwala say they ran to 
the Oberoi-Trident hotel, located at the tip of 
Mumbai's elegantly curved Marine Drive, to 
find their sister and brother-in-law, Rita and 
Sanjay Aggarwal, who were dining at the hotel's 
Tiffins Restaurant. “We have not heard any- 
thing about them since,” an anguished Ajay told 
BW on Wednesday night. 

While Mumbai has recovered quickly from 
past terror attacks, including the 1993 serial 
bombings, this time a palpable sense of fear 
hangs over the city. “Everyone needs to be on 
high alert at this point of time,” ICICI Bank 
Chairman K.V. Kamath said in a statement. The 
attacks “clearly show that our institutions — 
any institution doing any sort of business — 
could be vulnerable” 


The Fallout Of Fear 

- Forty-eight hours after the attacks commenced 
and the forces continued to battle terrorists 
holding hostages at the Taj and Oberoi hotels, 
both of which intermittently billowed smoke 
and shuddered from explosions, the human and 
financial toll of the attacks looked steep. The fi- 
nal death toll could touch 200, sources said, and 
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many of the dead — and 
those held hostage — are 
American, British and Is- 
raeli citizens. Delegations 
from the Diamond Trad- 
ing Company were at both 
the Taj and Oberoi hotels 
for trade presentations, 
and many of its Israeli 
members were targeted by 
the terrorists, says Sanjay 
Kothari, of the Gems & 
Jewellery Export Promo- 
ton Council. He, like 
many in corporate India, 
worries about how this 
will hurt business. “We are 
already facing bad market 
conditions and had 
planned a lot of promo- 
tions, (but now) all these 
plans are in jeopardy.” 

Zakkir Ahmed, a man- 
aging committee member 
at the Travel Agents Fed- 
eration of India (Tafi), says 
the attacks’ impact on the 
tourism industry will be 
severe. “For November, I 
was expecting a decline of 
25-35 per cent, but now it 
is more likely to be around 
50 per cent,” he says. 

Air France and KLM have already cancelled 
flights to Mumbai, and with aviation also hurt- 
ing because of the anti-government demonstra- 
tions in Thailand, there is a growing sense of 
panic in the industry. Several large tour opera- 
tors are defaulting on payments, including Raj 
Travels, which has already defaulted on its pay- 
ment to airlines. 
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It was a providential escape. As the clock neared 10 pm on Wednes- 
day, | told Joydeep Ghosh, who works at Business Standard, “Let's go. 
| have an edit meeting tomorrow.” We were at the Press Club in 
Mumbai, just behind the Times of India office. Our taxi drove towards 
Borivili, and Joydeep, who was looking forward to a week-long break, 
boisterously filled me in on his plans. 

As we reached the traffic signal at Sambhaji Nagar, Vile Parle, at 
about 10.45 pm, the taxi in front of ours broke the signal. That's not 
an uncommon sight. What followed was not common: the taxi ex- 
ploded in a huge ball of flame, enveloping the entire area in thick 
black smoke. Bystanders stood 
rooted; nobody could believe what 
they had just seen. The blast was so 
powerful that there was nothing re- 
maining of the taxi. Both the driver 
and the passenger were incinerated. 

As a huge crowd started gather- 
ing, we got out of our cab and started 
walking to the Vile Parle railway sta- 
tion, which we were told would take 
us 45 minutes. Just then our friends 
phoned to ask if we were fine, and 
informed us of the attacks elsewhere 
in Mumbai. We got into an autorickshaw, and sped towards Borivili. 

Had the taxi not broken the red light, it could have caused may- 
hem. Many nearby vehicles would have been seriously damaged; 
countless lives would have been lost. There would have been a huge 
traffic jam as well, which would have affected rescue attempts in 
south Mumbai, where the terrorists had struck. Was that the objec- 
tive of those who had planted the bomb in the taxi? Perhaps. And 
why did the taxi blow up only after it crossed the signal? Well, for 
now, | consider myself lucky to be even asking this question. 

| Raghu Mohan 
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The terror attacks have also jeopardised the 
CphI, among the largest global conventions on 
pharmaceuticals, which was to start on Friday 
at the Bombay Exhibition Centre. The confer- 
ence was expected to do business to the tune of 
Rs 500 crore, and now stands postponed to 
2009. Many of the 5,000-10,000 attendees ex- 
pected are already backing out, says Ajit Ka- 
math, chairman of Arch Pharmalabs, who was 
helping organise the event. Kamath now wor- 
ries that China, which has projected its rela- 
tively terror-free image with much success, 
might appear more attractive as a business des- 
tination in the short term. 

All this could take the BSE Sensex, already 50 
per cent lower than it was a year ago, further 
down, says Saurabh Mukherjea, head of India 
equities at the Noble Group. According to him, 
the Mumbai attacks, which follow bombings in 
New Delhi, Ahmedabad, Bangalore, Jaipur, Hy- 
derabad and Malegaon, *will lead to falling 
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courage among international investors. We 
speak to FII clients on a daily basis and, of late, 
we were beginning to succeed in convincing 
many of the attractive valuations in the Indian 
equity market. Now, for some time, it will be 
difficult for us to call them on the phone and tell 
them these things”. 

But worst hit will be the hotel industry. It was 
already seeing a 20 per cent fall in occupancy 
and 50 per cent drop in room rates. And now 
things are certain to go further south, says Gay- 
atri Ruia, owner and promoter of Phoenix Mills 
and the yet-to-be-completed Shangri-La hotel. 
“An event like this makes you reel,” she 
says. “There will definitely be a short- 
term impact on how people will behave 
with regard to malls, multiplexes and 
hotels.” Captain D. Bose, chairman of 
the JRD Memorial Trust and a former 
chairman and managing director of Air 
India, says large hotels, malls and mul- 
tiplexes will now be forced to up their 
security measures. Varun Ahuja, public 
relations manager at the newly opened 
Four Seasons Hotel in Mumbai, says 
his hotel has done just this, and other 
hotels are following suit. Significantly, the 
Mumbai attacks could also alter the way hotels 
are constructed in India. 

Globally, luxury hotels focus on their guests. 
But in India, hotels have been quasi malls, 
building shops and restaurants to attract well- 
heeled locals. Ruia says this may now change. 
“The way we have planned it currently, there is a 
200-metre driveway into the Shangri-La, with 
the shopping area having a completely different 
entrance. And on the inside, there is only a 
small corridor that joins it to the main hotel.” 


Home Alone, But Secure 

Being excluded from the luxury hotels they love 
could finally spur India’s elite into pushing for 
better protection, cynics have been saying on 
television. “When poor people used to die in 
blasts in India, no one cared,” one commentator 
said. “Now the rich are affected, and let us see 
what they do.” 

The Mumbai attacks have certainly impelled 
India Inc. into ramping up security. This is par- 
ticularly so in the IT industry, which is based in 
Deccan India — and where so many of the Saf- 
darjung Nagori's ‘recruits’ are apparently em- 
ployed. Laxman Badiga, CIO at Wipro, says, 
“We have increased our security arrangements 
and vigilance across facilities in India.” 

Private security firms, which have seen their 
revenues soar as security threats have risen 
across India (see ‘India’s Private Armies’, BW, 1 
December 2008), say law and order and terror- 
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THE UPRISING: 
Domestic and interna- 
tional actions that have 
hurt Muslim sentiments, 
such as the destruction 
of the Babri mosque 
(above), the wars in Iraq 
(center) and 
Afghanistan, have 
fuelled Islamist terror 





ism are issues that need to be Jointly addressed 
by government and industry. Rupal Sinha, 
managing director of G4S, the firm that han- 
dled security at the Oberoi, says, “There is an 
urgent need to reinforce surveillance and loss- 
prevention techniques, collection and dissemi- 
nation of area intelligence and crisis manage- 
ment procedures”. Though G4S says the 16 
guards it had at the Oberoi performed all their 
responsibilities, with three even taking bullets, 
they could do little to repulse the terrorists. The 
solution, Sinha says, is for sensitive locations to 
embrace "global integrated security solutions 
such as preventive measures in terms of spe- 
cialised knowledge, skills and equipments such 
as biometric-based integrated building man- 
agement security solutions, analytic video tech- 
niques, under-vehicle search scanners, elec- 
tronic vapour detection systems, baggage 
scanners and bullet-proof interlocking doors". 

That will take mega bucks, admits Rahul 
Nanda, managing director and CEO at Tops- 
Grup, a private security firm, and clients are not 
prepared to bear the expense. "Unfortunately, 
Indians believe way too much in God, and do 
not take preventive measures unless something 
happens to them,” he says. “It does not matter if 
the neighbour got robbed, but until it's hap- 
pened to you, you do not care” 


Arms And The Men 

While private attitudes towards security can be 
joked about, public anger over the government's 
allegedly lax approach to terror prevention is 
rising. For example, the government knew ter- 
rorists used the sea route to transport the explo- 
sives used in the 1993 Mumbai blasts, and even 
had fresh warning from the army and intelli- 
gence agencies about the possibility ofterrorists 
hitting Mumbai via the sea. The IB source says 
that a combined meeting of agencies — held a 
few days before the attacks — called for a review 
of coastal security. But all this failed to stop 
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Ismail and his fellow fidayeen, who came to 
Mumbai via the Ran of Kutch in Gujarat using 
boats supplied by the underworld. There are 
more frightening portents. The source says that 
of the estimated 26 terrorists who entered In- 
dia, about 10 are still unaccounted for. “They 
may have disappeared into the western suburbs 
in preparation for a future attacks on places 
such as airports, key bus terminals and business 
premises such as BKC (Bandra Kurla Com- 
plex),” he says. 

Vikkram Singh, managing director of Delhi- 
based detective company Lancers and chair- 
man of the Association of Private Detectives of 
India (APDI), says, "The main problem is that 
selection for states’ Criminal Investigation De- 
partment (CID) is based on two criteria. Police 
officers are transferred to CID or vigilance as a 
punishment; either because they are very cor- 
rupt or so honest they do not allow other offi- 
cers to be corrupt either. So, how can you expect 
the CID to be efficient?” He also says the Anti 
Terror Squad is under-equipped. “Officers walk 
around with bullet-proof jackets that can only 
protect you from pistols. Jackets for AK-47s are 
thicker and heavier. The problem is that the 
bidding process for procurement is long and 
cumbersome. There are many foreign agencies 
in India that supply this equipment, but they 
get frustrated because things take so long.” 

Like the Prime Minister, who has repeatedly 
called for the creation of a central ‘terror 
agency (but done nothing about it), Sujit Dutta, 
senior fellow at the Institute of Defence Studies 
and Analyses in New Delhi, says, “We need a na- 
tionally integrated anti-terror outfit that uses 
new technology and methods and does not link 
to politics,” such as the US’s Homeland Security 
Department. “In 2001, the US was attacked, 
and it has never been attacked again. They have 
dedicated institutions, and monitor finances 
and communications for clues constantly.” 

For now, all politicians are making the right 
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ECONOMIC FALLOUT: 


Foreign investments 
in India and tourism 
are likely to suffer in 

the short run 


‘cooperative’ noises. But this is 
expected to change soon as the 
BJP, Left and Congress have 
very divergent views on how to 
deal with terror. Nalapat, the 
professor, says that over the past 
four years, the UPA government 
has forced the security appara- 
tus to follow a “politically correct 
approach” that is backfiring. 
“Some sensitive localities have 
not been entered, searched, etc., 
for years. And now I fear things 
are running out of control,” he 
says. Some intelligence reports 
have maintained there are 
100,000 fidayeen waiting in In- 
dia for attack orders. And Nala- 
pat says, “It could take 10-20 
years to end the problem unless 
we get serious.” 

That has spurred calls for a 
more hawkish approach to ter- 
ror from politicians, business- 
men and the public alike. “It is 
time we all join this debate on 
terrorism, and demand stronger 
and firmer leadership and ap- 
proach to this threat of terror- 
ism, including better laws,” says 
Rajeev Chandrasekhar, MP and 
president of Ficci. For some, this 
includes sentencing all terrorists 
to death. “That way you will not have other ter- 
rorists taking people hostage and demanding 
the release of their brethren,” says a senior po- 
lice officer in New Delhi. 

While giving security forces greater powers is 
a perennial response to terrorism, it has its own 
implications, particularly in India. Abusive and 
clumsy use of force has been a huge problem 
here. This is after all a country where even the 
media reports police torture and narco-testing 
with a shrug of the shoulders. “Can you imagine 
what happens when they take people in under 
Pota?” the intelligence official asks. In fact, fake 
encounters, excessive use of force, torture and 
even extortion by security forces are some of the 
key reasons young Muslims in Kashmir and the 
rest of the country take to terrorism, as voiced 
by the terrorists in India TV. Publicly, the In- 
dian Army refutes this. Its website says it inves- 
tigated a total of 1,321 allegations of human 
rights abuses by soldiers between 1993 and this 
year, and found 1,223 of them to be baseless. 
However, reports from human rights organisa- 
tions, such as Human Rights Watch and 
Amnesty International, say the true extent of 
abuse is significantly, almost 10 times higher. 
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The intelligence official admits the forces can 
be "rough" but says in the Indian context they 
are effective. "The ATS has obviously been ef- 
fective because the terrorists appear to have tar- 
geted (ATS chief Hemant) Karkare, and other 
senior anti-terror officers like (encounter spe- 
cialist Vijay) Salaskar. But Singh says their 
deaths just a few hours into the attacks “is very 
suspicious. My feeling is there is something 
more to it". 

Such questions, and the political fracas that 
always follows, began rising in Mumbai even 
before the sun set on the still terror-ravaged city 
on Friday, two days into the hostage crisis still 
being played at the Oberoi hotel at the time BW 
went to press. Sources say the transfer of several 
city and state police officers may be imminent 
because they are seen to have had close links 
with the underworld figures who supplied the 
terrorists with arms and other tools. Such 
moves should be avoided, the intelligence offi- 
cial says, because “public faith is an important 
part of taking on terrorism." But that, low as it 
has been, is sinking. “I applaud the individual 
soldiers and commandos” that took on the ter- 
rorists, says the husband of one of the people 
trapped in the Oberoi on Wednesday, who did 
not want to be identified for privacy reasons. 
"But do I trust the top bosses? How can we? We 
do not even believe the casualty numbers they 
are giving. My wife says she herself saw the 
lobby full of so many dead bodies." 

Buffeted between continuing coverage of the 
attacks on television, growing public anger over 
the fidayeen culture being spread by extremists, 
and worried about the government' inability to 
manage terror, many Mumbaiites are dealing 
with the trauma ofthe past two days by clinging 
to each other. Support groups have risen in af- 
fected areas, with neighbours giving each other 
food and caring for each other's children. The 
shrill whirr from the helicopter circling Colaba, 
where commandos are still trying to flush ter- 
rorists out of the Nariman House building, in- 
terrupts conversations, but people soldier on 
through their day. Jagdish Amin, an NRI set- 
ting up a new IT company in India and cur- 
rently living in an apartment just metres away 
from Nariman House, says he is worried about 
how the attacks will affect business. But he says 
is determined to press on with his plans. *We 
have to stand our ground,” he says. “We must 
never allow our spirit to break” 





With inputs from Gurbir Singh, Gauri 
Kamath, Dhanya Krishnakumar, Shalini S. 
Sharma, Noemie Bisserbe, Pierre Mario Fitter, 
Manashwi, Sreevalsan Menon, Janhavi 
Abhyankar and Deepti Bose 
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Good 


governance, 
stringent 
laws and 

a firm 
judiciary can 
help deal 
with 
terrorism 





Tackling 
lerror 


by ian cardozo 


THE TERROR ATTACK ON MUMBAI IS AN 
act of war. And we must act on a war 
footing. Terrorism is the scourge of the 
21st century, against which we are to- 
tally unprepared. 

For some time now, the people of 
India have been asking why the coun- 
try does not have a clear strategy 
against terrorism. How many more 
have to die before the common man 
has some basic minimum security? 
The public perception is that those in 
power — irrespective of party affilia- 
tions — are not prepared to take firm 
measures against terror as they are 
too concerned about appeasing their 
vote banks. 

The first mistake India made was in Kanda- 
har. The way we negotiated — freeing hard core 
terrorists to secure the release of hostages — 
conveyed the impression that India is a soft 
state and can be brought to meet terrorists' de- 
mands. We need to make it clear that there is no 
scope for negotiation with terrorists. 

Then, we must bring back POTA (Prevention 
of Terrorism Act), or a strong anti-terror law. If 
the police misuse such Acts, then they too must 
be punished severely. The problem is that we 
can rein in neither the terrorists nor the police. 

The courts also need to work towards safe- 
guarding citizens. Justice needs to be timely if it 
has to be convincing, and not like the 1993 
Bombay blast case that took almost a decade to 
resolve. Severe punishments such as death sen- 
tence must be meted out to anyone who bears 
arms against the state. And this must apply 
across all creeds, castes and communities. 

Nature abhors vacuum. When there is an ab- 
sence of power to deal with terror and lawless- 
ness, then the terrorist, the Maoist, the Naxalite 
and the criminal step into this vacuum, and 
hold the country to ransom. 

Terrorism is an idea. It cannot be destroyed 
by force of arms. It has to be combated by a 
combination of good governance, stringent law, 
a quick and firm system of justice that delivers 
harsh punishments, vigilance by state forces, a 
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media that focuses on right outcomes and not 
bank on sensationalism. 

Decision makers need to understand that the - 
interests of the country comes first, its people 
come next, and they themselves come last. 
Unfortunately, this order of priorities has been 
turned on its head. It is only the high and 
mighty who are protected by the police, and the 
man in the street is left to fend for himself. The 
media must understand that they too are res- 
ponsible for bringing about the right outcomes. 

Unfortunately, we do not have a national 
strategy against terrorism. Such a strategy must 
encompass external and internal threats to our 
security, and must include the armed forces, the 
National Security Guard, the police, the para- 
military forces, the judiciary, all related min- 
istries, and be headed by no one less than the 
Prime Minister. The national strategy needs to 
spell out the threat, and how it should be dealt 
with at all levels. It must incorporate a doctrine 
that will guide the methodology to be used to 
face various contingencies. 

If this strategy is to succeed, then it needs the 
combined determination of the society and the 
government. Civil vigilance units should be 
formed at village, district and community lev- 
els, which can act as the eyes/and ears of the 
society; and report quickly on incidents that 
constitute a terrorist threat. The strategy 
should also enunciate plans, policies and proce- 
dures to combat terrorism, so that everyone 
knows what action is to be taken, and when. 

The evil of terrorism continues to proliferate 
in our country, because we do not do enough. 
People in authority across all creeds and institu- 
tions need to condemn terrorism and violence 
in all its forms. Such an evil thrives when good 
people keep quiet and do not speak up. 

We have made many mistakes in the past and 
we continue to do so. The only lesson we seem 
to have learnt from the past is that we do not 
learn from the past. That is India’s tragedy. 
Even as I write, we see political parties trying to 
score over each other in what is happening in 
Mumbai. This is a national shame. 

The question we need to ask ourselves is: is 
the destiny of India a matter of choice or a 
matter of chance? If the answer is ‘choice’, then 
are we all prepared to make the right choices 
and be instruments of change? 

Can we do it? Yes, we can. 

Mumbai's night of terror is the last straw. . 
This is the moment of decision. We must act 
now and say ‘no’ to terrorism and lawlessness. 


The author is a retired Major General of the 
Indian Army, and Chairman of 
Rehabilitation Council of India 
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Breaking- 
Ground 


AMERICA'S THIRD-LARGEST DRUG MAKER MERCK, 
present in India as MSD Pharmaceuticals 
since 2005, is among the last Big Pharma 
companies to set up shop in India. Its 
innovative differential pricing strategy is 
setting it apart from rivals who have been here 
far longer. Merck launched Januvia, the firstin 
anew class of diabetes drugs ata fifth of the US 
price earlier this year, and is negotiating with 
the Indian government to make its cervical 
cancer vaccine Gardasil available on a mass 
scale. It has also forged research partnership 
with Indian companies to discover new drugs. 
Richard Clark, chairman, president and CEO 
of the $2-41-billion Merck, was in India recently. 
In an exclusive interview, he spoke to BW's 
on his plans to make India an 
integral part of Merck's global strategy. 
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a What is your vision for India in the 
u m overall Merck gameplan? 
À a There are three main components of our 
@ ka business — research, manufacturing and 


. marketing. From the research standpoint, we 
. focus on innovation for unmet medical needs. 
. If you really want to accelerate those 


innovations — the place to bring the partner- 
ship together is in India. You can have the 

Merck science in basic research and combine 
that with the clinical capabilities in India. On 


: . manufacturing, if you think about changing 
.  yoursupply chain so you can provide the right 





technology, the right process development, 
and the right cost for global markets, the 
capabilities exist here. The third part is the 
commercial part — how you go to market. 


s This is a perfect place to experiment — to see 
. what works and what doesn't and to be able to 
... take the model and use it on a global basis. 


a Januvia got a good response in India 


2 Q: w because of its pricing . But that's just 
. one product. How do you devise a sustainable 


. differential pricing strategy? 


a it is unacceptable in principle that you 
w are unable to change your strategy to 

ake sure you have a fair and reasonable price 
to not just get a return on investment, but also 
make the product available to many more 
patients. Once you establish that principle, it 
doesn't matter what product you are talking 
about, you've got to do it. It is a very bold 
strategy, and I think it is an important signal 
to our organisation, and to the market that. 
Merck is going to do things differently. 





e Ís this your testing ground for 
8 = differential pricing? 
I wouldn't say it is a testing ground. We 


x A: have done it in other countries, but 

- certainly not to the extent of a country the size 
- of India, and certainly not with a product such 
.. as Januvia. So, in many ways, we are breaking 
. new ground as a company. 


All Merck medicines are currently 
Q: s imported. Can local manufacturing help 


. lower prices? 


A , If your strategy is getting sncdicifics to 
Fin the people, then you have to make it 





l I affordable. One of the ways is to look at low- 





~ cost manufacture, and change your supply 





ze chains through the world for products that are 


- price sensitive. And that is a major part of our 
- Strategy. I don't think we have finalised whe- 
. ther Merck will own manufacturing capacity 
~ in India, or have partnerships in India, or 


whether it will outsource parts of it. 


Are your research partnerships akin to 

Q: a "outsourcing the drug industry" as 
media reports are saying? 

a Cutsourcing for me is that it is not core 

s to the company any more, and you find a 
company that can do it at a lower cost. We are 
putting together the best of Merck research 
and the best of research in these companies. 
This is strategic, not outsourcing. 


a Do you need to be more aggressive on 

a biotech deals? 
A , ! think in the past year or two, many 

a biotech companies have been overva- 
lued. As you see the valuation of some of these 
companies becoming more responsible based 
on the events of the recent past, we may look 
more aggressively again. If there are biotech 
companies that have the science and are 
actually generating revenue, those are perfect 
candidates for us to look at. 


Are there any assets or businesses that 
Q: can be bought in India such as generics? 
A: I am not sure what value we bring to the 

a table by getting into the generics and 

over-the-counter business. If you want to keep 
your top scientists, you have to show them that 
the core of your company is around innovation 
and breakthrough medicine. We would instead 
look at partnering with biologics and vaccines 
and marrying that with the capabilities we have. 


Is there any other interesting asset that 
Q: Merck could take a look at? 
a Yes. Biologics and vaccines are critical 

*a parts of our strategy. Our focus would be 
on companies that come up with solutions to 
unmet medical needs. When I met Prime Min- 
ister Manmohan Singh, he said that to show us 
that you have faith in India it is important for 
us to see that you are investing in our country. 
I agree with that. 


ent that 





Q " Is there an amount of investn 
'- you are going to commit to? 
A a The good thing about Merck is that we 

s have a very strong balance sheet, and if we 
see that there is an opportunity, or a capability in 
the advancement of our strategy, and there is a 
return on investment, cost is not an issue. 


gy Do you think the centre of R&D will 
Q: a shift to Asia (China and India)? 
A: There is no question that the centre of 
s R&D is going to be global. But in order to 
accomplish that you are going to still need the 
kind of expertise that exists in America or Euro- 
pe. So, I don’t see a complete shift to the East. 
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Citi Yes, 
Detroit No 


by omkar goswami 


AS I WRITE, THE US HAS SEEN TWO MAJOR DEVE- 
lopments. First, the US Treasury bailed out 
Citigroup: a handout of $20 billion, plus 
government guarantees to cover $306 bil- 
lion of toxic assets. Second, the Detroit au- 
tomakers — General Motors, Chrysler and 
Ford — have been camping at Washington 
DC to lobby Capitol Hill for a $25-billion 
dole without which, they claim, there would 
be bankruptcy and mass unemployment. 

By the time you read this, George W. Bush 
may have caved in to Detroit’s demands. So, 
too, may the US Congress. The automakers 





instead of forsaking their next Porsche. But 
there is a clear logic for bailing out large 
banks and financial institutions; just as 
there isn’t one for the automakers. 

Banks have what economists call external- 
ities. It means that the ripple effects of a ma- 
jor bank failure are too large to countenance. 
These externalities are truly massive. If a 
bank is feared to fail, it will immediately 
cause arun on deposits; completely freeze all 
counter-party transactions; shut corporate 
lending; and, like dominos, affect a slew of 
other banks and financial institutions as 
well. So, much as one dislikes the avarice of 
well-heeled bankers, we must accept that big 
banks have to be bailed out. The alternative 
will be devastating for the global economy. 

Automakers or airlines are different. The 
US has an efficient and quick corporate 
bankruptcy reorganisation process under 
Chapter 11. Companies facing bankruptcy 
seek protection from the court, which orders 
an immediate stay on the creditors’ dues; cre- 


certainly have history on their side. Some 29 There is an ates a committee comprising creditors and 
jega dev tomus A coi e tid economic final and business reorganisation Plan; in 
ond oil price shock, Lee Iacocca of Chrysler case for duces all claimants to take appropriate udi 
Mi dnd were oun ome belges — ptscrecyons to gon tothe plas 
ditions, the Congress passed The Chrysler financial More often than not, Chapter 11 works. It 
umanan yy a AIT TT viia utm 
Y ivelit to borrow from the market but not so the VES iad hit, val risk ub must in 
with the backing of the Federal government. for the US bad states. Most companies that exit Chapter 
introduced Gro small carethattooktheUS BUEOIDBKGES charters is the logical place for the au- 


by storm; Chrysler returned the money in 
1983; and the US government earned $350 
million profit on this transaction. Detroit will certainly refer 
to the honourable repayment of 1983 to make their case. 
The more important reason why Detroit may get the cash 
is that US lawmakers care more for the plight of blue-col- 
lared workers and the regular Joes than the Zegna-suited, 
Salvatore Ferragamo-tied, Tod-shoe wearing fat cat bankers 
of Manhattan. If those guys can get billions of dollars of gov- 
ernment money because their banks are too important to 
fail, then why not save the livelihood of 500,000 auto work- 
ers? They are the Main Street of real America; they have 
more voting power; and they will feel the effects of job loss 
much more deeply than laid off investment bankers. It is in- 
deed a powerful, emotive and political economy argument. 
However, it is wrong economics. I have no sympathy for 
Manhattan’s bankers whose greed and imprudence have got 
us into this mess. Left to myself, I would love to see a large 
number of them truly suffer the pains of unemployment, 


tomakers. But having seen the bailouts, the 
Detroit trio think they have a fair chance of 
garnering taxpayers’ goodies. It will be wrong to bail them out. 
It will open the floodgates for other industries; and will signal 
to the world if times are bad enough, even systematically poor 
management can get rewarded by dole. The US should force 
the three to go to Chapter 11. It can help with some guarantees 
at the time of Chapter 11 restructuring, if needed. But it can- 
not give a $25-billion cheque, and let equity off the hook. 
What kind of logic is this? Bankers escaping while au- 
toworkers are punished? The answer: many bankers should 
have been fired when the doles were handed out. It has not 
occurred — maybe due to the Treasury Secretary's own pedi- 
gree. Yet, another wrong cannot make a right. Fire the most 
errant bankers; freeze the salaries of others; but draw the 
line somewhere. Let Detroit go to Chapter 11. 


The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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The Jaguar 


Drag 


by Rajesh Gajra 


SHARP DOWNTURN 


January 2008 average prices rebased to 100 


A £1-bn 
loan plea 
confirms 
that Tata 
Motors is 
in trouble 





IT IS PROBABLY A FIRST IN THE GLOBALISED FINAN- 
cial world. The marquee luxury car maker 
Jaguar Land Rover (JLR), now a large division 
of Tata Motors, has reportedly approached the 
UK government for a £1-billion (about Rs 
7,660 crore) loan to help it stabilise its finan- 
cials. A business unit, managed by a company in 
one country, seeking a quasi-bailout from the 
government of another country, is unheard of. 

After the recent Nano imbroglio, this is an- 
other nightmare for the company. It is now evi- 
dent that Tata Motors’ $2.3-billion deal to buy 
JLR — completed in June this year — has run 
into trouble even before the year has ended. But 
the loan plea has irked British citizens, who are 
questioning the rationale. On the website of 
The Times, a London-based reader responded 
to a 24 November news report on the Tata-JLR 
plea, “The banks don’t want to lend because 
they fear JLR will go bankrupt. So why should 
the (British) taxpayer lend?” 

This is a question that Tata Motors has failed 
to provide an answer to. Meanwhile, equity an- 
alysts in most brokerage firms are continuing to 


Source: NSE Cash Market 


Til corporate 


give the thumbs down to the stock as the com- 
pany's woes seem never-ending. The stock has 
performed worse than its peers since January 
this year (see ‘Sharp Downturn’). 

India Infoline’s research division, IIFL, has 
maintained a ‘reduce’ recommendation to its 
clients holding Tata Motors shares in their port- 
folios. IIFL analyst Jatin Chawla raises con- 
cerns — in his 25 November report — about 
Tata Motors’ ability to refinance the $3-billion 
bridge loan it drew to finance the JLR deal 
with Ford. 

Some are, however, sympathetic to- 
wards the company given that the auto in- 
dustry worldwide is going through a se- 
vere crisis. “JLR approaching the UK 
government for a £1-billion aid has to be 
viewed in such a backdrop, what with car 
sales in the UK (like in most developed 
economies) having crumbled to 17-year 
lows,” says Hitesh Agrawal, head of re- 
search at Angel Broking. 

But the sudden and secretive manner in 
which Tata Motors’ JLR division has ap- ` 
proached the UK government is what is 
worrying the stockmarkets. 

Just two months ago, the company had 
through a clarification, notified to 
exchanges, rejected media reports of por- 
traying JLR’s financial health during 
January-June 2008 as being poor on the 
back of a $244-million loss, arising on ac- 
count of a Ford-related $912 million tax 
provision, against revenues of $668 mil- 
lion. According to the company’s state- 
ment this was “not reflective of JLR’s business 
performance”. 

The JLR troubles are likely to have a signifi- 
cant impact on Tata Motors’ fortunes. IIFL’s re- 
port on a ‘sum of the parts’ picture of the stock 
says JLR contributes as much as 20 per cent to 
its overall stock price. 

So, will it help if the UK government grants 
the loan to Tata Motors? “It would depend upon 
the contours of the deal if at all it materialises. 
But considering the multiple overhangs, the 
stock is expected to underperform over the next 
three to four quarters,” says Angel Broking’s 
Agrawal. IIFL's Chawla is even more bearish. He 
says the company would need another $400 mil- 
lion to tide over adverse currency fluctuation 
that was not hedged, and estimates the firm's net 
profit to be just Rs 909 crore in the financial year 
ending March 2009, against Rs 3,380 crore last 
fiscal. The key drag on Tata Motors' profit, he 
says, will be the expected negative returns from 
JLR in the October-December 2008 quarter. 


PHOTOGRAPH: BLOOMBERG; GRAPHIC: SATKAR J. YONZON 
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OPEN SCIENCE CAN LIGHT A VILLAGE IN THE MIDDLE 0F NOWHERE. 


Open Science uses the power of collaboration to do extraordinary things. 44% of the Indian population 
IS without electricity, but the promise of solar energy offers a solution. India receives the solar energy 
equivalent to 5,000 trillion kWh/year, far more than the country's current energy requirements. As part of 
its commitment to Open Science, DuPont is setting up a photovoltaic lab at the DuPont Knowledge Center 
at Hyderabad. This lab will work closely with India photovoltaic players to improve the lifetime and efficiency 
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of photovoltaic cells, driving down the costs and helping to deliver clean, sustainable energy. We believe 


it's collaborations like this that can help solve the biggest challenges of our time. In other words, science 


that’s open, opens up possibilities for people everywhere. Learn more at dupont.com/openscience 
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America's 
Bailout Blues 


by Uttara Ghoudhury in New York 


The bailout 
is not mak- 
ing much 
headway in 
reviving the 
economy 


THE US GOVERNMENT'S BAILOUT OF THE FINANCIAL 
sector needs a bailout. And so on Tuesday, the US 
Federal Reserve announced another $800-billion 
package of measures — in addition to the $700 
billion announced last month. The cost of rescu- 
ing the financial system has now risen to $1.5 tril- 
lion or an astonishing 10 per cent of US GDP. 
The new package has two pieces: $600 bil- 
lion for mortgage-backed assets that the US Fed 
will buy — including $100 billion in direct obli- 
gations from Fannie Mae and Freddie Mac — 
and $200 billion to support consumer and 
small-business loans. But how much is enough? 
In its latest quarterly banking profile, the Fed- 
eral Deposit Insurance Corporation (FDIC) high- 
lighted some startling numbers: for example, 
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credit losses charged on bank balance sheets ex- 
ceeded $50 billion for the second successive quar- 
ter. Net income was just $1.7 billion for the quar- 
ter, the lowest since 1990, and declining by over 
$27 billion from 2007. Loan loss rates are at their 
highest level in 17 years. 

Before this latest announcement, ordinary 
Americans, struggling to make payments on: 
their homes and facing large-scale unemploy- 
ment, were seething over how Treasury Secre- 
tary Henry Paulson was taking advantage of 
some flexibility built into the $700-billion 
bailout plan, to take a route that did not appear 
to be part of any planned roadmap. 

The anger tipped over on Capitol Hill when a 
Congressman accused Neel Kashkari — the 
man in charge of implementing the plan — of 
being the “chump” who stole Christmas. 


With Citibank getting help to the tune of over 
$300 billion as announced on Monday, Con- ¿ 
gressional reaction is likely to be worse than 
what was seen after the American International 
Group (AIG) bailout. “I am just wondering how 
you feel about AIG giving $503 million worth of 
bonuses on the one hand, and accepting $154 
billion from hard-working taxpayers," Mary- 
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land Democrat Elijah Cummings had asked 
Kashkari at the hearings. 

Briefly, the plan was this: the Treasury would 
become the market-maker for troubled mort- 
gage-backed assets held by US banks and other 
financial institutions, enabling firms to offload 
toxic holdings and vitalise their balance sheets. 
The government first got approval for $250 bil- 
lion, then another $100 billion if necessary, and 
then another $350 billion. 


Under pressure from Democrats, the plan im- 


posed some curbs on executive compensation, 
including a ban on large severance packages. The 
Treasury would receive warrants for preferred 
stock in beneficiary firms, enabling taxpayers to 
share in the possible upside in the future. 

So far, the Treasury has committed $290 bil- 
lion of the $350 billion already allocated through 
capital injections to banks and AIG. Americans 
also hoped that as Paulson invested in the banks 
they would start lending again and that would 
fire up the economy. Instead, banks began using 
most of their bailout money to buy weaker banks, 
pay dividends and shore up executive salaries. 





Detroit's Big Three car paee battered by the 
economic downturn — General Motors, Ford 
Motor Company and Chrysler — have warned 
that their industry is on the brink of collapse; 
there is fierce debate over how much government 
money should go towards helping them. Paulson 
said the plan should remain off-limits for Detroit, 
no matter how badly the automakers need help. 
The carmakers have the backing of Democrats, 
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but Republicans insist that any automaker 
bailout money should come from redirecting a 
$25-billion loan programme approved by Con- . 
gress in September to help the industry develop 
more fuel-efficient cars. Democrats want to leave 
that money alone and give the industry another 
$25 billion from the financial bailout funds. 

Some say the costs of letting the Big Three fail 
will be catastrophic. But not everyone agrees. “I 
don't agree that depressions are caused by some 
companies failing more than others,” says Laksh- 
man Achuthan, managing director of the Eco- 
nomic Cycle Research Institute. “Currently, one in 
every 16 people does not have a job. In the Great 
Depression, one out of every four was unem- 
ployed, so we are a long way from a depression.” 

Is the public anger directed at the Treasury's 
handling of the bailout misplaced? “If Paulson 
and (Federal Reserve Chief Ben) Bernanke and 
other policy makers are guilty of anything, it is 
that they allowed there to be a belief that if you ` 
have this bailout package, things will be better,” 
says Achuthan. 





How High Will It Go? 

President-elect Barack Obama has indicated that 
the top economic policies for his administration 
include a rescue plan for the middle class that cre- 
ates jobs, an extension of unemployment benefits, 
and action to address the impact of the credit cri- 
sis on other sectors of the economy. 

Experts say that even if Obama throws half a 
trillion dollars worth of stimulus at the econ- 
omy, it may have little or no growth to show if it 
is not timed well. It has to coincide with an or- 
ganic upturn in the leading indicators such as 
unemployment. As long as jobs continue to be 
lost, home foreclosures will rise. 

Nouriel Roubini, economics professor at New 
York University, thinks massive federal action is 
needed. He believes it is kosher for the govern- 
ment to help financial institutions free them- 
selves of the bad debts, but he also thinks the pri- 
ority should be to put people first. 

“The lack of debt relief to the distressed 
households is the reason why this financial crisis 
is becoming more severe and the economic re- 
cession — with a sharp fall now in real consump- 
tion spending is now worsening, says 
Roubini, who has become a major figure and 
seer who saw it coming because of his predic- 
tions two years ago of just such a crisis. The 
bailouts of distressed financial institutions (Bear 
Stearns, Fannie and Freddie and AIG) did not 
resolve the fundamental debt problem, he adds. 

This latest $800-billion package i is not likely 
to do so either. 


bweditor@abp.in 
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Switchine 
lo Keynes 


by bill emmott 


LONG-HELD ASSUMPTIONS ABOUT THE WAY THE 
world, and indeed economies, work seem to 
be tumbling likes trees in the path of a hurri- 
cane. For 30 years, the main venue for gov- 
erning the global economy has been the 
Group of Seven (G7) nations, and it was as- 
sumed that they would resist any change to 
that system. That assumption was blown 
away when world leaders assembled in Wash- 
ington as the Group of 20 on 15 November. 

That meeting was initiated by the US, but 
the US has been assumed for several years to 
be in remorseless decline, thanks to military 
over-stretch, to the incompetence of the 
Bush administration and to the growing 
debt level of the American public. Yet the 
election of Barack Obama as President blew 
that assumption away too, as has the ten- 
dency over the past couple of months to treat 
the US dollar and Treasury securities as ‘safe 
havens’ in a troubled world. 

Meanwhile, it was assumed that the big 





The sudden 
swing from 
Friedman to 
Keynes 
reflects the 
arrival of 


ties are about a big rise in unemployment. 

That fiscal package forms part of another 
lost assumption, one held ever since the early 
1990s, which was that the right way for gov- 
ernments to boost demand in their 
economies was through monetary policy, not 
fiscal measures. Milton Friedman had over- 
taken John Maynard Keynes as the world's 
favourite (or most influential) economist. 

Using interest rates and monetary growth 
was considered more subtle, less dangerous 
in terms of causing inflation, and less prone 
to political distortions to economic activity. 
Privatise, don't nationalise; make your cen- 
tral bank independent; make sure the bond 
market doesn't defeat your aims by raising 
long-term borrowing costs: those were the 
mantras ofthe past two decades. 

The sudden arrival of a global recession 
has thrown old orthodoxies to one side. 
Times and imperatives have certainly 
changed, but not forever, or everywhere. That 
in particular means that not everyone should 
become Keynesian in their fiscal thinking. 

The sudden swing from Friedman to 
Keynes reflects the arrival of deflation as the 
main danger in many economies, superseding 
inflation. With declining demand and rising 
real burdens of debt, the only way to counter 
that trend is through the use of public borrow- 
ing. In a deflationary environment, even gov- 
ernments that already have high levels of pub- 


emerging markets would largely ‘decouple’ deflation as lic debt (such as Japan, Italy and, soon, the 
from the global credit crunch, with China, the main US) have no choice but to borrow more. Such 
India and Brazil in particular maintaining borrowing will not ‘crowd out’ private borrow- 
high rates of growth. The destruction of that danger ers and force up long-term interest rates, pre- 


assumption is not yet entirely complete, but 

the signs of sharp slowdown in China since 

August, led by the construction industry, by steel mills and 
by toy and textile exporters, have given it a battering. 

That battering, though, has pushed aside another assump- 
tion, namely that we were in a ‘super-cycle’ of sustainable 
high prices for energy and commodities, thanks to the rising 
demand in the emerging world. The collapse in oil prices 
from $147 a barrel in June to $50-55 now, and similar falls in 
most commodity prices has destroyed both that assumption 
and the virtuous economic cycle that two-way trade between 
producing and consuming nations represented. 

This price collapse is excellent news for consuming nations 
such as China; less good for India and Brazil, both of which de- 
pend on commodities for their exports. Even so, China looks 
vulnerable. The Chinese authorities’ announcement of a 
spending package supposedly worth 14 per cent of GDP over 
the next two years (but actually about 2 per cent of GDP per 
year of true new spending) showed how worried the authori- 


cisely because the problem is that there are 
currently too few private borrowers. 

This does not, however, apply if your country has little risk 
of deflation and ifthere are plenty of eager private borrowers. 
In such circumstances, expanding public borrowing would 
still risk pushing long-term interest rates higher and making 
life even more difficult for private companies. Right now, that 
is how things look in India. Even though it has been falling, 
inflation remains high, as do borrowing costs. The big prob- 
lem, it seems, is the availability and cost of credit for private 
companies, and for financing infrastructure. 

Until that changes, and the problem becomes a weakness 
of consumer demand amid a swing from inflation to defla- 
tion, an expanded government budget deficit would just 
make things worse. Our problems do feel as if they are global. 
But that does not mean that all the solutions are global too. 





The author is a former Editor of The Economist. 
policyworld.bw(a) gmail.com 
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by Pierre Mario Fitter 


WITH COMPANIES CUTTING PRODUCTION GLOBALLY, 
carbon emissions are down, and so is the de- 
mand for certified emission reductions (CERs) 
or carbon credits. This has led to the price of car- 
bon credits crashing from €25 in September to 
€15 last week. But according to many carbon 
market traders, the supply of carbon credits 
could also dip with cash-strapped companies 
cutting investments in carbon offset projects. 
Tougher United Nations rules on registering 
such projects could further restrict the supply. 
So although Deutsche Bank predicts carbon 
prices will reach €30 next year, this is still 25 per 
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cent lower than its earlier forecast of €40. This 
volatility is causing many to question their faith 
in the already controversial carbon trading sys- 
tem. This is bad news for India, which has signif- 
icantly benefited from investments in clean de- 
velopment mechanism (CDM) projects. At 
current carbon prices, the 51 million carbon 
credits issued by the UN to Indian projects are 
worth roughly €718 million. 

This is how the carbon trading system works: 
Every developed country that signed the 1997 
Kyoto Protocol was given a specific carbon re- 
duction target, which was then sub-divided 
among companies in that country. Companies 
then had a choice between cutting emissions at 
home and investing in lower-cost offset projects 
in developing countries through the CDM. A 
company earned one ‘carbon credit’ for every 
tonne of carbon they cut. Those that cut more 
carbon than required could sell their ‘savings’ to 
companies that failed to reduce emissions. 

With funding for CDM projects now frozen, 
prices in the futures market could rise even as 
prices in the spot market are falling. Another 
reason for the slowing supply of carbon credits 
— and the resultant rise in futures prices — is 
heightened vigilance by the UN following its 
discovery that many offset projects exaggerated 
their effectiveness. It now takes 14-18 months to 
certify a project as ‘carbon-saving’. “The prob- 
lem now is that European companies will be de- 
manding carbon credits on 14 December but 
many of these have simply not been issued by 
the UN,” says a banker attending the recently 
concluded Carbon Forum Asia conference in 
Singapore, who requested anonymity. “Traders 
are going to be in deep trouble.” Adding to the 
uncertainty is the fact that the Kyoto Protocol, 
which governs the CDM, expires in 2012. 


How To Beat The Uncertainty 
Some Indian CDM projects have cut back on 
the carbon credits they put on the market in the 
hope of better future prices. James Emanuel, 
commercial director at carbon markets traders 
CantorCO2e, says, "Companies can enter into 
contracts where they sell carbon credits at to- 
day’s prices, and agree to buy them back one 
year later at a locked-in price,” he says. 
Shreekanth Gupta of Singapore’s Lee Kuan 
Yew School of Public Policy says governments 
could improve market certainty by setting a 
price band for carbon credits. This way, polluters 
will attempt to curb carbon emissions so they do 
not reach the band’s upper limit and CDM proj- 
ects will enjoy a guaranteed minimum price. 
Others advocate stringent action. “Carbon 
prices must be stabilised or companies and mar- 
kets will lose faith in their ability to check global 
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warming; says Karun Sharma, who advises the 
Federation of Indian Chambers of Commerce 
and Industry (Ficci) on climate change issues. 
He advocates a fixed carbon tax — say €50 per 
tonne — which could help companies know ex- 
actly how much they will save if they cut emis- 
sions and what they will lose if they don't. 


What The Future Holds 
Even if the Kyoto Protocol is not extended, car- 
bon traders can turn to the Asian Development 
Bank. The ADB has set up the Future Carbon 
Fund that will buy carbon credits from CDM 
projects even after 2012. "We want to stimulate 
the market by purchasing carbon credits up to 
2020,” says WooChong Um, director of infra- 
structure and climate change at the ADB. 
Though world governments will meet this 
December in Poznan, Poland, to discuss the Ky- 
oto Protocol successor, there is not much hope 
of success. *I don't think there is enough con- 
sensus yet on some of the critical issues; says a 
UN official who requested anonymity as he is 
closely involved with the preparations for Poz- 
nan. The main reason for the pessimism is that 





~ the US and India — both key negotiators be- 


cause they are the largest and fourth largest car- 
bon emitters respectively — currently have 
lame-duck heads of state. 

But there is optimism. US President-elect 
Barack Obama has promised to cut US emis- 
sions by 80 per cent by 2050 through a domes- 
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tic emissions trading scheme. Australia, New 
Zealand, Japan and Taiwan have also 
announced similar trading schemes, while 
China already has a pilot scheme in some 
provinces. Soon, India is expected to start an 
energy-efficiency trading scheme for its most 
energy-hungry industries. "All these domestic 
trading schemes will greatly raise the stakes for 
reaching a new agreement, says Henry Der- 
went, the head of the International Emisssions 
Trading Association. 

Money is the other incentive to keep Kyoto 
alive. The carbon market is now worth roughly 
$40 billion and financial institutions such as JP 
Morgan have spent millions to bolster their abil- 
ities to play this market. "I think it's clear there 
will be a long-term carbon market, otherwise we 
wouldn't be making such investments," says 
Chandra Shekhar Gupta of JP Morgan India. 

John Scott, a member of New Zealand's envi- 
ronment ministry, says, "People need to realise 
climate change doesn't go away". In fact, it could 


put much of his country under water by the end 


of the century. Speaking at Carbon Forum Asia, 

Scott said New Zealand's recently elected gov- 

ernment will continue to support a new proto- 

col. The carbon credits’ market hopes more 
countries will follow suit. 

With inputs from Ida Wu in Beijing 

and Rajesh Gajra 
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Cane furni- 
ture trade 
is caught in 
a Vicious 
cycle of 
low pricing 





by Feroz Ahmed 


THEY APPEAR TO BE BUILT INTO THE METRO 
streetscape. Without the roadside cane furni- 
ture vendors, university scholars, starting-out 
professionals and others with shoestring budg- 
ets may have been unable to afford tasteful fur- 
niture. The well-heeled can always get their fill 
of cane craft in swanky top-end showrooms. 

According to industry folk, one in ten pieces 
of furniture sold across the country is made of 
cane, though credible statistics for this highly 
fragmented sector are not available. The small- 
time cane vendors account for more than 90 per 
cent of the sales in volume terms, but they have 
been able to corner only about three-fourth of 
the market share in terms of value, given their 
low margins. 

A hand-woven cane sofa-set can be picked up 
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— sometimes even as you wait for the traffic 
lights to turn green — for as low as Rs 5,000. 
This is less than half the price you may have to 
pay at a furniture store, and about a fifth of the 
price of a sturdy wooden set. Seems like a great 
bargain till one takes a peek into the economics 
of the unorganised cane furniture sector. 

While low prices keep them in business, it 
traps the vendors in a vicious cycle of cheap ma- 
terial, low-cost workmanship and barely dou- 
ble-digit margins. This leaves no savings for the 
capital needed to scale up, or move up the value 
chain. For some, the modest prices fail to trans- 
late into high volumes due to dislocation of ven- 
dors by the police, and other authorities. 

“Though we occupy particular places beside 
high-traffic streets, we are routinely driven 
away by the local police, which makes our oper- 
ations sporadic,” says Panna Lal, a street-side 
cane manufacturer and retailer in Noida near 
Delhi. “Since neither we nor our customers are 
sure of our place, our merchandise has to be 
priced low enough for it to be bought without 
the assurance of post-sales care.” The frequent 
disruption of business, he points out, depletes 
even the meagre surpluses accumulated 
through the stable period. “All savings go into 
surviving disruptions,” he says. 

This ensures that retailers such as Panna Lal 
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who have been in cane-furniture business for 
more than a decade, are unable to make the 
transition to stable business. Panna Lal did 
manage to rent a hole-in-the-wall shop in a 
bazaar in East Delhi’s Mayur Vihar for a couple 
of years, but the rent shot through the roof with 
the property boom of the past few years, and he 
had no choice but to return to the street. 

Though visible at many places, the government 
has been blind to the plight of the cane vendors. 
The ministry of micro, small and medium enter- 
prises (MMSME) has not even studied the cane 
furniture business. The National Commission for 
Enterprises in the Unorganised Sector (NCEUS), 
a part of the ministry that advises the government 
on its policies, however, tried to prod banks into 
supporting unorganised businesses such as cane 
furniture but in vain. So, little finance has come to 
the entrepreneurs. “This sector gets no support 
despite the fact that it is viable,” says Ravi Srivas- 
tava, a member of the commission. “The inability 
of the entrepreneurs to achieve economies of scale 
for lack of funds results in its viability getting 
pegged at the subsistence level.” 

But the bustle around the small cane furni- 
ture markets seems to belie the grim behind- 
the-scenes predicament. Furniture sellers as- 
sert that more than half of their sales happen in 
the five metros. 

In Mumbai, much of the cane furniture trade 
is concentrated on the streets of Bandra where 
cane traders park themselves with glossy albums 
of their designs. In Delhi too, where there are a 
couple of established cane markets at 
Panchkuiyan Road and Jail Road, much of the 
furniture is now supplied by small units in Shah- 
dara or in Noida. “We closed down our work- 
shop in Paharganj because of the minimum 
wage issue in Delhi, and now we source material 
from east Delhi and western Uttar Pradesh,” says 





Sandeep Kumar, who owns a cane furniture 
shop at Panchkuiyan market. 

In fact, Bareilly in UP has emerged as a major 
supplier of cane furniture in Delhi, Gurgaon and 
Noida. The town has a few bulk producers, in- 
cluding Alam Miyan and Dulare Miyan, who 
supply most of the street cane furniture to retail- 
ers in the national capital region. Some bulk sup- 
pliers, such as Bareilly-based Bhatia Cane Indus- 
tries, are even using internet to power their sales 
of high-end cane furniture in India and abroad. 

“Most of the roadside cane furniture shops 
now belong to pure traders, and it is becoming 
harder to continue as a manufacturer-seller," 
says Panna Lal. “The risk is lower for those 
streetside vendors who merely stock and sell.” 

The only angle missing in this perfectly woeful 
tale of the unorganised sector was the onslaught 
from imports till recently. But imported cane fur- 
niture from China and Malaysia have completed 
the story. According to Naresh Bhatia, owner of 
Bhatia Cane Industries, imported cane furniture 
is better in design and finish and yet costs less 
than those made locally. Entry-level Chinese 
cane sofas cost a little less than Rs 10,000 as 
compared to the Indian ones that cost about Rs 
12,000. At the higher-end, Malaysian cane sofas 
sell at about Rs 80,000 compared to the top-end 
Indian ones priced under Rs 50,000. 

But some see a benefit coming from imported 
cane furniture as they are expanding the market 
for the high-end versions. Local furniture sell- 
ers say that this could help them sell more high- 
value items and improve margins. 

However, for reaping the benefits of the top- 
end market, furniture sellers will need to gener- 
ate more capital by pushing up their margins, to 
be able to source better cane, and take more time 
to craft their products apart from acquiring 
greater skills. Also, there will have to be perma- 
nent establishments to offer after- 
sale services to customers. 

"They have no option but to buy 
raw material as a group and share 
worksheds and selling spaces in 
order to break out ofthe vicious cy- 
cle of low returns, and compete 
with the increasingly organised 
furniture trade that is trying to ac- 
quire scale to offer ready-to-use 
furniture at prices approximating 
the streetside prices; says Srivas- 
tava of NCEUS. 

That seems to be a tall order 
given the disoriented nature of the 
sector, unless facilitated by the 
government. 
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Men, Women 
And Struggles 


AAVANI VAIDYA SAT RUBBING THE POINT BETWEEN “You cannot shake hands with a clenched fist " 
s 


her eyebrows as if coaxing thought. Wilma, age 
25, mother of two kids and once-wife of a run- 
away husband, stood before her, with a hint of 
tears. Wilma was the housekeeper, who needed 
to pay her husband Rs 30,000 to get him to give 
up nagging her for their one-room tenement in 
Thakurli village. She was asking for help... and 
Aavani was not answering yet. 

Many thoughts rushed in. The amount was 
large, needed (husband) Duleep’s OK; Wilma 
had already borrowed Rs 15,000; she was eight 
months into her job; and Aavani had no means 
of knowing how true this plea was. She mused: 
here was a young mother trying to keep two 
lives successful in her own way. Here was Aa- 
vani doing similar acts, but also factoring in a 
husband who would approve or not of the out- 
flow. Nothing wrong, thought Aavani, they had 
clear roles and defined rules on financial disci- 
pline. But, what does it feel like to not have an- 
other vetting your decisions, to lean on however 
lightly, to have as an alternative means of suc- 
cess? And Aavani felt a distinct embarrassment 
telling Wilma, “I need to talk to sir about this”. 

Through the shut door she could hear her 
mother rushing around making a big issue of 
“how can this stew be made without ginger?” 
Three women, three different preoccupations. 

It had been four months since Aavani had re- 
signed from Crafters India as director of market- 
ing; a decision that was made in loneliness — 
unable as she was to verbalise or share. Often she 
had noticed that when she began to verbalise the 
inner battles, they lost shape, form, content, and 
even sense; so that what the listener heard, he at- 
tributed to gender frailty. And like many women 
before her, she too chose silence. 

Today, Aavani was searching for her identity; 
seven years of being associated with Crafters as its 
founder employee and marketing director, she 
was sad over the loss of her turf, her brands. As 
thoughts rose and fell, she recalled words spoken, 
acts done... then followed anxiety. Maybe I should 
have hung on. Endured. Was I hasty as the MD 
thinks? But Tara needs me now... 

“So, did you quit because your daughter Tara 
needs you or because the boss was insufferable?” 
How does it matter? “It matters, you need to be 
clear why you quit... you didn't have to leave!” 


_ Indira Gandhi 
by meera seth 





Tara is real. Her needs are real. She is not a 


paatal bhaaji gone wrong that I can throw away 
and start afresh. Tara is an enduring feature of my 
life; a career is a choice I make. If I choose to discon- 
tinue, it is not because I am irresponsible, but stay- 
ing on at Crafters would have been irresponsible. It 
is like forcing yourself to eat bad pudding because 
you don't want to offend the waiter! 

“The whole thing was strangling me, Nayla,” 
aavani told her older sister. “I had hoped the MD 
would intervene, he didn't. I have spent the last 
several months coming to terms with all this. 
The grief of losing something you built, the 
angst of dealing with an ill-mannered boss, the 
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conflict of realising that your MD let you down... 
is very depleting. I now see how foolishly we 
come to develop a sense of T through our work.” 

Aavani recalled her exit chat with Ranvir 
Handa, the MD of Crafters, and the man whose 
vision she had bought into seven years ago. Such 
a man had been immobile in the face of Ravish 
Dua, the CEO he brought between himself and 
the two brand heads, Aavani and Karl Desai; 
that Dua had unleashed a hurricane at Crafters. 
And when she gave him her resignation, Handa 
had only made polite noises. 

Aavani: At a senior level, Crafters needs a 
person with strong human qualities, someone 
who is respectful, can carry the team, makes 
others feel appreciated. 

Handa: Ravish is very bright; he needs time. 

Aavani: The intrinsic character of a man 
doesn’t change. Yes, intelligence is an entry cri- 
terion, but the differentiator at this level has to 
be internalised people values. Look at the result 
— so many people just can’t talk to him, they 
keep their distance. How can that ever make 
sense for an organisation? 

Handa: But then, Sana withstood him, fought 
him, understood him eventually. He is even pro- 
moting her to regional manager-West! These 
things sort themselves out over time; you must be 
calm.’ She smiled now as she recalled Nayla’s acer- 
bic remark, “Why didn’t you tell him that works 
best in the labour room, not at an exit interview!” 

Aabha Deol from Crafters called reminding 
her that she was meeting them for lunch. 

As she reached their table, at Frangipani, 
Aabha said, “Hey Aavani, you should not have 
left... we were just talking about you!” Aavani 
looked at the expectant faces around her, as 
Aabha added emphatically, “You should have 
stood your ground, fought.” 

Aavani: It is good that I left when I did. Tara 
needs me more. It was probably a sign from the 
Lord. But I am more at peace now. I am work- 
ing part-time at HY Inc. on their strategy; 
prayer and meditation anchor me. Maybe I was 
not strong enough to take him on... 

Kavita (head of MR): Funny you should be 
saying this Avi, considering it was you who 
taught me to deal with life! Three years ago 
when Kavita's husband left her and their chil- 
dren, Aavani had been firm, “You can choose to 
believe you are the victim and remain one; or 
you can believe that you will be fine and that you 
can raise these kids. It is sad that the children 
will miss a father, but that is life; you can do a 

fine job alone; don't make a big deal of it." 

Brahm Menon: You did not complete the 
process Aavani; you ran away from a situation; 
but the struggle continues, no? Prayer and all 
that is fine. But Ravish got away behaving 
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badly... he is probably feeling triumphant! 

Aavani: Well, he does have a reputation for 
bad behaviour in all his earlier companies; - 
finally everything comes round and decency 
always wins, people should not forget that... 

Kavita: This is what I mean. ‘Poetic justice’, 
everything comes round; ‘calling from God’... 
all this is nice. But we are dealing with humans, 
real situations, real people, so we need to feed 
into the system real solutions, not prayers! 

Sana: I can understand a clerical girl ducking 
him; but you, as a division head, did not have that 
choice! You needed to confront him! You made 
the mistake of not fighting for your gender! 

At home... Nayla had said, “Want to be a her- 
mit? Be one; hermits introspect and resolve. 
Here you are not a hermit; you are married, run- 
ning a household, raising kids, working... you are 
dealing with a transactional life. So you give 
when you get. Through this whole saga, the only _ 
little spark you showed was when you lashed out. 

Aavani: Which I do regret. But I guess I had 
my personal dilemma of my kids, and I see this 
was a sign from above. 

Nayla: Let us park the ‘sign from above’ on one 
side for now. And hey, you are his colleague, not 
his mother, so stop mixing up your roles! Life is 
not mother's lap, please. So, what did Handa 
mean by ‘stay calm and think it through’? 

Aavani: Well, he was saying that if I was a bit 
cool, all issues could be resolved. But I felt these 
are issues that need intervention, expression, 
not calm and quiet. And my gut told me that 
clots don't become nice guys very fast. Then 
again, I was very hurt by Handas attitude too. 
Also, there was the mounting pain of Taras slow 
healing, the school going berserk — there was 
only that much I wanted to deal with. 

At a similar turn at Frangipani, Krishna Iyer * 
said, "No offence Aavani, but if you want to op- 
erate in this world, you have got to be tough; 
and with a clot you have to reciprocate! People 
like him understand only rough talk. He had no 
business treating you the way he did!" ` 

Damini: What kind of man says, “I have been 
watching you" he wouldn't dare, dare, talk in 
that tone to a male manager! 

Sana: Well, he did rough up a lot of the male 
staff too, but as Brahm told me once — because 
guys feel they are the principal breadwinners, 
they become immune and tune out noisy 
bosses; some others play golf. The whacking is 
very therapeutic, he tells me. E 

Aavani: Please don't make light of that. I think 
both men and women get hurt over rough behav- 
iour at work. Men endure it, because they have no 
choice — they are often the only bread-winners. 
For a woman, the pain may be a little different. 
Some women are softer and allow their emotional 
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side to surface. The genders are differently struc- 
tured and composed for life’s balance. At home — 
an unwell child, an ailing parent or a rift in family 
relationships, such roughness becomes intolera- 
ble for the woman. She is dealing with a lot and 
covering up and putting up a brave face at work. 

Karl: Could it be any less for the men? Men 
too endure pain during these situations. 

Aavani: Yes, they do. It is just that women are 
more prone to emotion because that is how they 
are constructed. And when she has children, 
she is also called upon to make a choice, because 
she knows that finally the care for her child is 
what is most important. 

Bhakt Rai: Hey Aavani, I understand what you 
mean. My wife had to make this choice recently; 
our daughter is autistic, and we can use two in- 
comes, given the hefty cost of special education; 
but she decided it did not make sense to choose 
career over Radhike. It was when she opted out 
that came the pain. So, I fully identify with that! 

Aavani: Yes, Bhakt. And it is not about losing 
her salary and independence, but a part of her 
soul, her identity, something that she has been 
steadfastly working on for 20 years. How can it 
not be a part of her? And she bears this pain alone 
— missing the joys, the satisfaction of achieve- 
ment... Yet she knows she is doing the right thing. 
She understands where she is needed. 

Viji: But face it Avi, this does lead to a percep- 
tion that you took the easy path because there is 
a husband to bail you out, isn’t it? Isn’t that what 
everyone thinks today? Isn’t that why a glass 
ceiling operates? Whereas, if there was no hus- 
band, the woman would stay put, isn’t it? Like 
Kavita, will she wither in the face of Ravish? 

Aavani: If there were no children, then 
greater chance that women stay put. The hus- 
band factor operates mostly at lower levels. 

Sana: True, yet this is the aam perception of 
women who quit. Male bosses don't try hard be- 
cause many feel that women will give up soon. 

Karl: I have said this several times — women 
should neither feel embarrassed nor guilty 
about any domestic issues demanding atten- 
tion. Everyone today knows how difficult it is to 
keep a good career going, and raise good kids. 
So, express, speak out, don't be inhibited. 

Kavita: Denying or short-changing any one 
role is being less of a woman. It is about honest 
dialogue, and not feeling ashamed to ask for an 
adjustment because you are needed at home! 

Ahilya (secretary): See, the problem is this 
‘needed at home’ is always perceived as ‘wants 
to duck work’. That perception has to change 
now because home is where my baby is, where 
my spouse is. Avi allowed me to work from 
home when it was difficult for me to find nurs- 
ing help for my ill husband. She set me up with 
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a home office, and I just feel so efficient! I have 
gone through a lot in my personal life, whereby 
I could not leave home, could not be without a 
job... and that was when I realised that honest 
dialogues help. Of course, you need an honest 
listener too. Women must spend time sorting 
out their minds to be rid of false sense of guilt. 

Damini: Well said Ahilya. The very idea of guilt 
has been put there by a system which has been 
apologetic and reluctant to hire women, nay, 
recognise their ability to contribute. And this is 
more so among the older 45-plus managers. 

Bhakt: Organisations need to learn that there 
is no room for rough play in the workplace; it is 
human beings we are talking about, not ma- 
chines. What is the point in having a CSR objec- 
tive, and yapping about it to the press, and then 
come back and give your employees a bad time? 

Nayla over chat: Sitting here I see one picture 
of India through the eyes of the local media — 
Indira ‘Nooyi goes back to India, Vinita Bali 
goes back to India, India is now a woman- 
friendly country’... is it? Or is it only in awe of 
the American Indian woman? 

Mallika: Are women apologetic about being 
women? Many are often trying to prove we are su- 
perwomen! Why are women in denial of their 
womanness? I agree with Kavita — you have a 
child, you need to take her to the doctor — then 
why guilt? Are we guilty of training the system in- 
correctly by being in denial of our responsibilities? 

I recall when my son Teyj was born, I was 
with Korell India. I went back to work in 45 
days, when I should have stayed with the baby 
for at least the mandatory three months. But, I 


8 DECEMBER 2008 53 BUSINESSWORLD 





did not want to be seen as weak. That same year, 
my peer in finance wished to be on maternity 
leave for 12 weeks, and her boss pointed me out 
as a better worker. I didn’t realise what I had 
gone and done! Recently, my older sister 
Arunima had to undergo hysterectomy and, by 
medical logic, she should have stayed in bed for 
three-five months. She started going to work for 
two days a week, Why? ‘Oh poor Brian, he has 
so much to deal with...!’ What was that? 

Ahilya: Being a woman is a given, alongwith 
the attendent responsibilities of child care, hus- 
band care, menstrual chaos. Trying to be like a 
man is nice briefly — I used to play at being 
Thomas the Tank Engine when I was five; it was 
nice. But that does not grant women the sanction 
to be indifferent to parenting. When you accept 
your womanhood, the workplace learns what it 
really means to be a woman manager. 

Brahm: There are women and women, and 
women. Organisations cannot afford to seem 
helpless and naive. There is the anxiety that 
women resources are a cost. And this is applied 
blindly to all women regardless of effort, contri- 
bution and commitment. Organisations need to 
seriously put in place a yardstick. 

Damini: The fault lies with HR and the men 
in senior management who coast through life 
unseeing of differences. If women cross the 
threshold to the workplace, organisations must 
train and equip themselves for the women’s in- 
duction into the workplace. And when these 
women work their way to the senior manage- 
ment level, should not companies develop a 
framework to handle them differently? What I 
also mean is, at lower levels, there is greater kin- 
ship and bonding; so a greater amount of ex- 
pression and victories. The higher we go, the 
lonelier and tiresome it gets. Then you want 
empathy and empowerment. Not expression. 

Viji: Indian workplaces are a long way from 
enabling environments for women. The issues 
are many; women sense it, know it. They deal a 
lot from within. They have an inner need to 
keep themselves safe, unattacked, in order to 
protect the essence of their nature for their roles 
as caregivers. Peace becomes very important as 
we grow older; one reason why women don’t 
haggle about promotions and increments is 
because of the animosity and acrimony that 
causes dissonance in the mind pool. Equally, 
treat her well and she will produce the greatest 
work. But if life misbehaves, she will recalibrate 
fast. (For this beast, I am abandoning my child? 
. What is wrong with me! Suddenly, all her sac- 
rifices and tradeoffs look illicit, counterfeit. And 
resigning is next to godliness. 

Aavani: OK, let me clarify where I come from. 
Right from the start, I did not think of this as a 
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gender issue. It is one human being mistreated by 
another. So, I needed to deal with it like that. 

Way back in 1947, many girls were pulled out 
of school to be married off. Why? Partition. 
Woman had to be protected. So these struggles 
will always be there, it is human struggle. A lot 
of what women are enduring are not personal 
battles at all. They are simply human struggles 
for expression and survival. When you bring in 
gender, you bring in gender-specific egos. 

Through all this, two strong pillars of support 
were Ron Hood, our HR head in the US and 
my mother, and ... 

Karl: Allow me to interrupt Aavani. Four 
months ago, Aavani went to New York for her 
exit interview. À week after that came a mail 
from Crafters Inc.; Today, I feel 1 must read this 
letter to you all: "We are proud that Aavani 
Vaidya had the grace and confidence to make 
this huge decision. She has made choices in 
keeping with greater good, and has acted with 
responsibility and gracefully. Making right 
choices is good leadership skill. Let us be with 
her through this period of struggle; let us leave 
our doors open, should she decide to come back. 
Unusual circumstances demand unusual deci- 
sions. This has been made unique for us because 
the actor on this stage was an unusual person. 
We will also remember her for her elegance! s/d, 
Ron Hood, Director HR, Crafters Inc” 

Karl: I'll remember you Aavani, for your quiet 
manner. I guess it is a very feminine thing to do 
— leave everything peaceful, no unpleasantness. 

Aavani: Thank you, Karl. This is what my 
mother said to me: “The home and the work- 
place are both organisations, one is where you 
work, the other is where they shape and feed 
you. In one you are built, in the other you are 
tested. Use one to nurture the other; look back at _ 
the layers of nurturing that is yours and draw 
from it. Look also at your young kids who are 
learning even as they watch your worry lines 
over their Weetabix. Teach them to surmount, 
transcend, not succumb and be consumed. So 
break by all means, but don’t crumble!” And I 
would like my children to see me as someone 
who tries hard, not as someone who resists!” 


The first part of this case study appeared 
in BW' 3 October issue 


Classroom/syndicate discussio 
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Financial stress today comes attached with significant psychological consequences. 
With people increasingly becoming habitual of taking one loan to repay another, 
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Women 


From Venus 





Women are 
capable of 
recognising 
and balancing 
humanity 
with pro- 
fessionalism 


Nitin Gupta has 

held top executive 
positions in Unilever, 
GE, Rediff.com and 
MasterCard 


BEFORE AAVANI QUIT HER JOB, I SAW HER ONLY AS A 
professional, and I was brutal and scathing in 
my remarks. I felt that since she had chosen to 
work, she had to square her shoulders and face 
the music. All of us get bad bosses once in a 
while. Aavani had run into a terrible boss; she 
had to stop whining about it and decide how to 
handle him. 

But now that Aavani has quit, I see her as a 
human being. I see her dilemmas, her choices, 
her trade-offs, the conflict between different as- 
pects of her life. And I empathise. And I am not 
quick to render judgement, nor to offer advice. 
Because Aavani' struggle is universal. And not 
one of us has figured out the magic formula yet. 
I don’t know a single professional, man or 
woman, who does not constantly question the 
meaning of life. That is a cover for the quest to 
figure out what is mundanely called work-life 
balance. The real questions that plague us are — 
what am I slaving for? What do I want to 
achieve? And what am I prepared to give up for 
that? Is the ultimate goal money, fame, posi- 
tion, the trappings of success? Or is it fulfil- 
ment, happiness, meaningful relationships? 
Success versus joy? 

Here is my thesis. When most of us enter the 
workplace, we leave behind our identity as hu- 
man beings. When we are at work, we live by dif- 
ferent standards, march to a different tune. This 
is a pretty unreal state, because the reality is that 
we are humans first, professionals next. As a re- 
sult, most professionals are tormented souls, liv- 
ing an unreal life. Some are still searching for 
answers (young Sana, Kavita), some compro- 


‘mise their values (Managing Director Handa), 


some turn into monsters (CEO Ravish), and 
some struggle helplessly (Aavani) and then quit. 

The second part of my thesis is that only those 
enlightened few, who have balanced their hu- 
man and professional sides, are actually suc- 
cessful. And happy. 

The third and concluding part is that women 
are the more evolved gender, hence, more likely 
to attain this balance (or to even be aware of the 
need for such a balance! ). In this case, Aavani is 
in the process of balancing her identities as a 
human being and a professional. She will come 
out of it stronger, happier and perhaps even 


more successful. All of Aavani's colleagues 
would like to see this as a gender war, because 
they want Aavani to fight their battle. What 
they don't see, and will not be willing to accept, 
is that for Aavani this has never been a gender 
war. The skirmish with Ravish was only the 
gunpowder that sparked off the battle already 
raging inside her. That battle was about Aa- 
vani's life and happiness, about what her priori- 
ties should be. And Aavani is well on her way to 
resolving her struggle. 

But a minute's digression to those two wor- 
thies who have pretensions to being leaders — 
Handa and Ravish. I blame Handa more, for he 
cast aside an old colleague who had stood faith- 
fully by his side, and helped him build Crafters 
brick-by-brick. We don't need fancy manage- 
ment theory to know that should count for 
something. And by standing by while Ravish 
runs riot, Handa has lost all semblance of moral 
authority. If leadership operates through reality 
and perception, Handa has created neither. And 
Ravish, the wannabe change-agent chief execu- 
tive officer (the search committee must have 
picked him on that basis), is like a drunken bull 
in a china shop. How can Ravish be a CEO when 
he has, and shows, no respect for any of his col- 
leagues? But I say Lord forgive them, for they 
know not what they do! They are only men! 

Which brings me to my thesis that women are 
the more evolved human beings, hence capable 
of recognising and balancing their humanity 
with their professionalism. Aavani is a compe- 
tent professional, without a doubt. But she is 
also a mother, and she is tormented by the fact 
that her children need her. Specially Tara, who 
seems to be a talented child but perhaps with 
certain special needs. To me the point here is 
not that Duleep is an absentee husband, and - 
that surely it should be both parents' responsi- 
bility to look after their children? The propo- 
nents of the gender divide will bemoan the fact 
that Aavani has quit her job because her chil- 
dren need her, and her husband is never there. 
Whereas I see Aavani as the luckier ofthe two — 
she is the one who has figured out that relent- 
less pursuit of fame, money, promotions, 
or whatever else her job can get her are not 
what life is about. As the woman she has strug- 
gled, not to balance her work and her family, 
but her identity itself. And since she is now sort- 
ing out her priorities, she is slowly becoming 
more peaceful. 

So there it is. Men may be from Mars, and 
women from Venus. But Venus is closer to the 
Sun, which is probably why women are more 
enlightened. It is a gender issue alright, but 
as a man myself how I wish I was on the right 
side of it. 
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IN PART ONE OF THIS SERIES, I LOOKED PRIMARILY 
how Aavani froze in the face ofthreat. I also said 
something about support from the organisation 
being a necessary part of dealing with this kind 
of situation. Part 2 in a way makes us mindful of 
larger issues that need to be seen afresh. 

Aavanis state in this part is vulnerable, and 
there is a sense of almost having to rebuild after 
all has been demolished or dismantled. One 
that was established and clear is no more — 
"Today Aavani searched for her identity". The 
comments of her ex-colleagues suggest clearly 
that she gave up the fight, perhaps letting them 
down in some way. (They may have expected 
her to battle on their behalf, in fact. They, too, 
were and perhaps are in need of help in the or- 
ganisation.) “If you want to operate in this 
world, you have got to be tough," says Krishna 
Iyer. There may be truth in this sentiment. At 
the ground level, it may be about battling con- 
stantly to protect your space. However, is there 
no role for others? Are the rest mere bystanders 
who just critique and give ‘good’ advice? 

We need to experience ourselves not as indi- 
viduals who have to passively accept a given sit- 
uation, but as potential creators of that which 
we wish to see. It is not just about expecting the 
amorphous organisation to bring in change but 
specific people, you and me, who need to be the 
front runners in some way orchestrating the 
change one sees fit. Organisations don’t think, it 
is the people inside who do. 

So if the onus is on us, where do we start. To 
my mind, it is how we see people and how we 
think about them. Do we see them as mere 
thinking-implementing tools to fulfil the or- 
ganisational goal or thinking-feeling beings 
who have much more to their lives than hitherto 
acknowledged by policymakers. It is far from 
convenient to look at the whole person. How- 
ever, it may be in the organisations self-interest 
to actually address this part as well. 

. The fact is that there are tensions that can 
crop up between the demands of work and 
other parts of one’s life: it could be children, 
spouse, parents, education or other interests 
that feed the tension. Most of us have inter- 
nalised an attitude that tries to basically delink 
the personal and work sphere. Consequently, 


the tension usually remains or is dealt with 
privately. Work may quietly take a beating and 
then finally, both the individual and the organi- 
sation end up losing. A classic lose-lose situa- 
tion. Crafters lost in Aavani her commitment, 
her experience, her enterprise, her relation- 
ships — both inside and outside — and some- 
one who was a mentor to others. Aavani lost in 
Crafters a particular kind of personal fulfilment 
that was culminating in her career. This kind 
of loss is far from quantifiable as one can never 
know what might have been gained had 
she not moved out. Yet it is, to my mind, a huge 
loss. For both. 

The attitude of Ravi Dua, the CEO, repre- 
sents a classical absence of awareness of the 
potential costs so intimately connected to his 
behaviour. Such people end up bleeding the or- 
ganisation under the guise of taking it forward! 
He is completely unmindful of both what the 
organisation and what Aavani lose. Such an ab- 
sence of awareness can also be seen in the man- 
aging director who naively believes things will 
change given time. This unmindfulness is per- 
haps a type of conditioning based on seeing 
people as producers independent of all else that 
may be happening. It is also a perception that 
results in the lose-lose outcome. Self-interest 
(from the perspective of the organisation) can 
often be served through an interest in the other 
(in this case, their own people). 

Two critical requirements are necessary for 
change: First, the organisational leadership 
should see that the individual's right to a fulfiled 
life — inside and outside paid work should be 
accepted and respected as the norm. Second, in 
creating a productive work culture, the poten- 
tial for tensions between work and other parts 
of life should be minimised. If this does not 
happen, conflict and tension between the indi- 
vidual and the organisation will remain unre- 
solved. The quantum of loss will also be un- 
known, but without a doubt high. 

A thorough approach would require appro- 
priate responses at three levels: the organisation 
leadership, the work team and the individual. 

The organisational leadership would need to 
follow up their thinking with policies for work- 
life balance, actively backing the building of a 
supportive culture and reinforcing the belief 
that every person has a right to fulfilment. The 
work team or department would need to buy 
into the organisation leadership's new thinking 
and support the efforts of individuals that have 
been outlined in policy. Finally, the individual 
would need to be aware of herself and her 
needs. She would need to take responsibility for 
initiating discussions. She would also need to 
be, needless to say, on ‘top’ of her own work. 
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Private jets 
are becoming 
increasingly 
popular with 
top business 
executives 
and indus- 
trialists 
By Venkatesh G. 








ifi Vogue 
Golden wings 


BORED WITH LAMBORGHINI AND ROLLS ROYCE? 
There is something bigger to experiment with. 
And that is owning a private jet, the latest 
craze in India Inc. So, whether it is a weekend 
getaway to Goa or a business meeting in New 
York that needs to be done in a day, travelling 
could become a whole new experience. 
Warren Buffett, who is known for his non- 
extravagant lifestyle, is struck by private jets 
and calls them “indispensable”. Larry Ellison, 
CEO of Oracle, is a certified pilot and known 
to have a penchant for flying and owning jets. 
And it is not only the businessmen, but even 
celebrities and sportspersons who are fasci- 
nated by private jets. Football star David 
Beckham took his wife Victoria to Paris for her 





ON CLOUD NINE: 
Columbus jets 
have ample space 
between seats 








31st birthday on a hired private Learjet with a 
‘gold-plated bathroom. 

Private jets are now increasingly coming into 
the lexicon of modern day Indian business 
executives. Lakshmi Mittal, CEO of Arcelor- 
Mittal, owns a Bombardier Global Express 
while Mukesh Ambani owns a Gulfstream. His 
brother Anil Ambani owns a Global Express, 
besides a Falcon 2000. And these can cost any- 
where between Rs 115 crore and Rs 213 crore. 

The jets come with interiors that are often 
reminiscent of high-end villas complete with a 
dedicated service crew, king-sized beds, private 
showers, LCD screens, internet access, satellite 
phone connections and even a modular kitchen. 

Companies such as Embraer, Bombardier, 
Airbus and Boeing, which build private jets 
have a strong case to sell these in India. “India 
has the third largest number of millionaires in 
the world after the US and Germany, and this 
is a huge business potential for us,” says 
Captain Manfred Baudzus, regional sales 
- director, executive jets of Embraer-Asia Pacific. 

A private jet is a good investment for busy 
executives, for whom time is money. A Bombar- 
dier study says that for every 
400 hours a businessman 
flies his jet, he saves almost a 
month of travel time. And the 
luxury is breathtaking. Take 
the case of the Legacy 600, a 
jet made by Sao Paulo-based 
Embraer. It can accommo- 
date 16 passengers in three 
seating areas. Its standard 
features include first-class 
. leather seats, a plush divan 
and an elegant credenza. The 
aircraft also has an entertain- 
ment system with DVD pla- 
yers and satellite telecomm- 
unications. The Legacy can 
also fly from Mumbai to New 


SANJAY SAKARIA 





York without a fuel stopover. "Apart from the 
comforts, it is the ability to skip the crowded 
airports that may save the person several times 
the money he pays,” explains Baudzus. 

Even the Columbus jet, with an estimated 
range of 7,400 km, provides a comfortable 
flight. Its cosy cabin has ample seating room to 
fly eight passengers at a time. 

Still, while some Indian executives may be 
flying high, private jets are yet to seriously take 
off in India, compared to the US. In a Fortune 
survey conducted earlier this year, only three 
out of the top 100 global companies, did not 
own private jets. But the fad is picking up speed 
with more and more CEOs preferring personal 
jets. G.M. Rao, CEO of GMR, recently acquired 
a Falcon 2000 as did Sajjan Jindal of Jindal 
Steel. Gautam Thapar, chairman and CEO, 
Avantha Group too has his own Gulfstream jet. 

Sensing a growth opportunity, the Tata 
Group, in February, through its hospitality 
arm The Indian Hotels Company, invested an 
undisclosed sum in Singapore-based private 
jet operator, BJETS. The company says it has 
ordered 40 Cessna and Hawker jets worth 
more than $600 million, 
with an option for 10 more 
depending on demand. 

If you cannot afford to buy 
a private jet, there is always 
the option of renting it for 
Rs 7 lakh a trip, from 
companies such as BJETS, 
STIC Travel Group and Club 
One Air. 

Jets have come a long way 
since 1936 when Howard 
Hughes’ flew a Northrop 
Gamma, a single-engine car- 
go aircraft that doubled up 
as his personal jet. They have 
redefined luxury and comfort 
for the rich and famous. 
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AIRY DELIGHT: 

(Top left to right) Bar in 
a Columbus and lounge 
area in an Embraer jet; 
(below) Gautam Thapar, 
Chairman and CEO, 
Avantha Group flies a 
Gulfstream jet 
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Toying with time ` 


THEY ARE COOL, 
trendy and colourful. 
Within two years of 
their launch they 
have become a rage 
in fashion circles. 
They are plastic and 
they tell time. 

No, it is not Swatch 
we are talking about, 
but ToyWatch. The 
difference is that 
while Swatch's funky 
designs and automatic 
movements were the 
Swiss watch industry's 
answer to the invasion 
of cheap Japanese 
digital watches, Toy- 
Watch Italian desi- 
gner Marco Mavilla 
has taken the game 
full circle. In a world 
becoming increasingly 
besotted with hand- 
made luxury watches, 
Mavilla's watch 
cases are made of 
blingy fluorescent 
polycarbonate, 
mother of pearl and 
swarovski crystals, 






but have plain old 
Japanese quartz 
movements inside. 
And, nobody is 
complaining. Such 
has been the speed at 
which the name and 
fame of these flashy 
things has spread that 
within a year of their 
launch in Milan, 
standalone stores of 
the brand have come 
up around the world, 


particularly in the US. 


But collectors' 
items these are not. In 
fact, ToyWatch was 
post-modernist Eur- 
opes reaction to the 
whole obsession with 
luxury watches and, 
hence, the rather irr- 
everent, blase name. 


NO KIDDING: 
ToyWatch has acquired 
cult status 


Spending a few hun- 
dred dollars on poss- 
essing these uber chic, 
sporty watches with a 
mojo of their own will 
tell the world you're 
stylishly irreverent. 
But the hefty price 
tags of the higher- 
end ToyWatches rob 
them of their purpose 
and statement. If it is 
your refinement and 
bank balance you 
want to flaunt, spend 
the moolah on a 
watch with a compli- 
cated Swiss heart. 
Those are forever. 
Shalini S. Sharma 





Star Struck: Fireworks on the opening night of Atlantis Hotel in Dubai. 
The display was dazzling enough to be visible from space. 
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Healthy puff 


YOUR NEXT CIGARETTE 
puff could actually be 
healthy for you. As you 
can soon replace your 
tobacco-filled cigare- 
ttes with ones filled 
with honey or cloves. 

Guardian Lifecare’s 
‘herbal cigarettes’ ma- 
de of rose petals, mar- 
shmallow leaves, red 
clover flowers, honey 
and apple juice are 
now available in India. 
The company curr- 
ently has about seven 
variants including De 
Luxe and Ginseng for 
Rs 195 a pack. 

“The price is high, 
because our aim is not 
to encourage smoking 
but help people quit it 
over time,” says Ashu- 
tosh Garg, chairman 
and managing direc- 
tor, Guardian Life- 
care. These are avai- 
lable in 18 cities 
through more than 
160 retail outlets. 

Nirdosh herbal ciga- 
rettes made by Guja- 
rat-based Nirdosh 
follow ayurveda to give 
a more hollistic experi- 


— 


$ 


x 
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NATURAL FAG: Herbal 
cigarettes are easily 
available in the market 


ence. Nirdosh (which 
means harmless in 
Hindi) cigarettes 
speed up metabolism 
and remove toxins. A 
pack of Nirdosh costs 
about Rs 300. 

Then there are elec- 
tronic cigarettes too. 
Manufactured by 
Chennai-based Stre- 
amz Electronic, these 
look like the regular 
fags. The white con- 
sists of a rechargeable 
lithium battery and 
the filter is a replacea- 
ble cartridge with dil- 
uted nicotine. When 
the smoker inhales, 
the airflow is detected 
by a sensor. Tiny drop- 
lets ofthe liquid injec- 
ted into the air flow 
get vaporised. Sold at 
Rs 1,899, the pack 
contains five cartri- 
dges and a charger. 

The best part about 
these cigarettes is that 
they are not banned 
in public places. 


Janhavi Abhyankar 
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It’s all about art 


IN THE BYLANES OF SOUTH MUMBAI'S CULTURAL 
centre, Colaba, are the remnants of what was 
once Strand Cinema, a genteel theatre. While 
the structure is being torn down, some are trying 
to make sure that art stays alive in the area. 

The fuschia-walled gallery, 7e Strand Art 
Room (TSAR), appeared on canvas in November 
with the opening exhibition, The Strands Come 
Together. Owner and curator of TSAR Rukshaan 
Krishna selected a range of works of students 
from the Baroda School of Art. “What | saw of 
Ambubhai's [Rathwa] work at the Bodhi Art 
Gallery last year formed the initiation of this 
place." Rathwa was the recipient of Bodhi Art 
Award for upcoming artists in 2007. 

The artists rooted in different parts of the 
country bring the individuality of their expe- 
riences to the paintings and to the medium of 
communication. There is a lot of variety in the 
materials and technological gadgets used. 

While the use of gadgetry is seen in the 
works by Deepjyoti Kalita who uses sensors, 
LED displays and light to depict life, Pramod 
Kumar's works trace the life of generation X. 
The faces in the paintings are designed with 
syringe needles. Chirag Patel's time spent in 
the wild is reflected in two acrylic and ink on 
canvas paintings — Panthera Leo Persica | and 
I| — in which he uses intricate Persian designs. 
Ramgopal Kumavat, through three unconnected 
paintings, brings out the elements in human 
nature — the scheming and the whimsical. 

This selection of works of 13 young artists is 
illustrative of issues ranging from socio-cultural 
to simple and nostalgic. Though seemingly 
different, these appear quite in sync. 

Manashwi 





6 1 BUSINESSWORLD 





| 
| 





Bookmark 


magining India 





BROWSING 


N.V. Ramanan 
President, DSM 


At the moment, | am 
reading Empires of the 
Indus by ALICE ALBINIA, 
and find it to be a great 
kaleidoscope of cultures 
of the Indus. The book 
talks about the rich and 
varied heritage of the 
river in its full grandeur 
and splendour. | am a 
voracious reader, and 
read all kinds of genres 
— fiction, business, 
management, travel and 
many more. | am also 
reading quite a number 
of other books currently. 
They include 

Execution Premium 

hy Kaplan and Norton, 
and Palace of Illusions 
by Chitra Devakurani, 
among others. 





Ideating 


Audaciously 


by suhel seth 


IMAGINING INDIA IDEAS FOR THE NEW 
CENTURY; BY NANDAN NILEKANI; PENGUIN/ 
ALLEN LANE; PAGES: 485; PRICE: Rs 699 


IT WOULD NOT BE WRONG TO QUALIFY NANDAN 
Nilekanis IMAGINING INDIA as a tome as 
memorable and, perhaps, as appropriate as 
Barack Obama's Audacity of Hope. So, although 
Nilekani describes himself as *unelectable", 
it represents a paradox, which unravels later 
in the book. It is an eminently readable treatise 
not just on why India is what it is today, but what 
it can be tomorrow. The catch is that we must 
help realise the ideas that are already in the pub- 


lic sphere, but are not yet part of our governance . 


system. Throughout his career, Nilekani has not 
only helped define India to the larger world be- 
yond our shores, but has been an effective am- 
bassador in building the sheen around ‘Brand 
India’ It is from this vantage point that he begins 
to assemble this tome of ideas. 

There is not very much that Nilekani tells us 
about our past that we do not already know. We 
know, for instance, that the Licence Raj 
stemmed from political myopia swathed in so- 
cialism and having too little democracy (as he 
describes it) rather than the oft-repeated story 
of us being more democratic than China. 

The book's novelty is in the fresh analytics 
and diagnosis ofthe past. Nilekani argues effec- 
tively that while we have established icons of 
higher education in the form of IITs and IIMs, 
we also have the highest number of school 
dropouts. And while we excel at building roads 
for private use, such as those at Infosys’ campus, 
there is almost a willingness to surrender to 
mediocrity when it comes to issues for the 
larger public good. Hence, he makes the argu- 
ment that the India we have seen till date is one 





NANDAN NILEKANI is co-chairman of Infosys Techno- 
logies, which he co-founded in 1981. A graduate of 
IIT Bombay, Nilekani has come to symbolise the it is 
visionary entrepreneurs of India's IT industry. In 
2006, he was appointed to the World Economic 
Forum foundation board. He has frequently been 
listed among the world's most influential 
businessmen by magazines such as Time and Forbes. 


where the idea of democracy is merely political 
rhetoric; not something that has actually 
helped the poorest of the poor. 

Equally insightful is the manner in which 
Nilekani strings together conversations at 
Davos to street-side conversations and the 
many chats he has had with the Ramanathans 
of Janagraha or the eye-balling with the two 
black labradors of one of India's eminent 
thinkers, Ramachandra Guha. These conversa- 
tions — Nilekani has interviewed more than 
120 people for the book — give the book a hu- 
man touch because they capture the diversity of 
thinkers who are all focused on building a bet- 
ter India. The book also scores because it does 
not berate people for not having done things we 
should have, but instead looks at the powerful 
ideas that remain incomplete owing to poor im- 
plementation or no implementation. 

For me personally, the best parts lie in the 
simple yet arresting facts that reveal the dan- 
gers India faces if we do not accept some basic 
realities such as climate change. Nilekani sits 
us through some of his conversations with both 
global and domestic experts to help quantify the 
consequences of these dangers. And in his own 
Nandan-esque manner, he is also quick to sug- 
gest a road-map that will help achieve the 
course correction we so desperately need. 

In the area of individual responsibility, he re- 
veals the learnings he gained from his first foray 
into public policy, chairing the Bangalore Action 
Task Force. Here, he talks of the many difficul- 
ties he had to contend with, including an opin- 
ionated bureaucracy. And there are moments of 
delicious irony where Nilekani writes about 
meetings with politicians and union leaders who 
publicly decried computerisation even though 
they had children studying the same in the US! 

I believe this book is a 
wake-up call in print; 


and suggests 
changes so that we do 
have a happy ending. I 
was particularly worried 
when he shared a poll of 
village children who 
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one that tells the story as | 


` 


were asked to talk about their ambitions. Some 
aspired to be police officers, others doctors and 
computers (the simplistic word meaning ‘BPO 
staffer’); but not one said farmer. This is telling 
in a country where a majority of the population 
still earns its living by tilling the soil. 

Imagining India will remain relevant for a 
long, long time because in the past, many of the 
stories of our achievements have been told by 
their creators. From M.S. Swaminathan to 
N. Vittal to N. Gopalaswami, they all find a 
place in this book as do Montek Singh 
Ahluwalia and P. Chidambaram. To me, this is a 
story told by one of India’s greatest dreamers 
who, having realised his dreams, is now impa- 
tient to help his countrymen realise theirs. And 
he does this by not just highlighting the issues 
but by also helping pave the way; much in the 
way he helped renovate Hostel #8 of IIT Bom- 
bay, where today’s co-chairman of Infosys spent 
his formative years. 


Suhel Seth is managing partner, Counselage 


SELECTION 1 
A Life Less 
Ordinary 


COURTING DESTINY 

A MEMOIR BY SHANTI 
BHUSHAN; PENGUIN BOOKS; 
PAGES: 324; PRICE: Rs 650 





SHANTI BHUSHAN’S MEMOIR 
gives a remarkable account of not only India’s 
contemporary political history, but also touches 
upon the social and economic condition of In- 
dia’s middle class. Bhushan, a former law minis- 
ter and Supreme Court advocate, reflects on how 
people from this section have been conditioned 
to form an educated and intellectual class. In 
essence, he argues that people in every city, vil- 
lage and town are affected by caste, religion and 
other affiliations so deeply that every event in 
their life has come to be governed by these. 

Bhushan’s autobiography is a touching one 
for its simplicity as he narrates the story of a boy 
with uncomplicated dreams and aspirations. 
His gradual progress leads him to become the 
law minister during the most controversial 
period of India's post-Independent history — 
after the Emergency. And although these times 
kept him busy, his contributions to the Indian 
legal practice cannot be overlooked, especially 
in areas of public interest. 

Readers get a glimpse of various facets of 
Bhushans life where he played the roles of a po- 





litical and social activist with equal conviction. 
He was not only a pillar of support for his family, 
but also a loving husband who was heart-broken 
after the death of his wife. Taking a fearless 
stance, despite obvious political pressures, 
Bhushans life story serves as inspiration not 
only for budding lawyers, but for all people who 
want to stand up for their rights. 

Another gem for legal eagles is a personal nar- 
rative of various Supreme Court cases that have 
had far-reaching effects on the legal and politi- 
cal arena of our society. 

Supriya Mahajan 


SELECTION 2 
Catch Me 
If You Can 


FARRUKH DHONDY INSISTS THE 
BIKINI MURDERS (Har- 
perCollins) is not based on the 
life of Charles Sobhraj. But 
the serial-killer, with whom 
Dhondys fascination (he has 
sought to write Sobhraj's biography, and film his 
confession) and first-name camaraderie is leg- 
end, has evidently been compelling inspiration. 
The protagonist here is the French-speaking 
Vietnamese-Indian Johnson Thhat, convicted in 
Kathmandu for a decades-old murder after 
dodging the police, or enjoying their hospitality 
at will, across France, Thailand, India and 
Nepal. His partner is the ruthless and ravishing 
Ravina. The cover blurb merely promises fantas- 
tic international intrigue. One also wishes there 
had been more of the pithy, book-loving retired 
inspector Pradhan. Nevertheless, the story de- 
livers some convincing twists with aplomb. 

Dhondy has a gift for wry recollection, collo- 
quial language and a narrative that flows with 
unselfconscious ease. His storytelling skills 
never miss a beat through Thhat's effortless 
pursuit of assorted scams or 'experiments, all of 
which are populated with daft prey. One also 
wonders if criminals of Sobhraj's (the compari- 
son is inevitable) world-renown are really wont 
to, as Thhat himself paraphrases TV-reporter 
and sometime lover Virginie's question, “take a 
life for fifty or hundred dollars?" The answer, 
here as with Pradhans later probing, remains 
obscure. Thhat remains, albeit unwillingly, *a 
kind of murderous, sad monk”. In this, 
Dhondy’s denial finally begins to ring true. 

It will be an effort not to judge this book by its 
irksomely risqué and tacky cover, which works 
better behind some old newspaper. 


Lalitha Sridhar 
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ALERT 


JUST AFTER 
SUNSET 

BY STEPHEN KING 
SCRIBNER 

Having sold hundreds 

of millions of copies of 
books and won numerous 
awards, most authors 
would prefer to kick back 
and enjoy the fruits of 
their labour — especially 
those who have kept as 
busy as Stephen King. But 
he is not *most authors'. 
In Just After Sunset, 

King puts together a 
collection of short stories 
— some old, some new 
— that continue to thrill 
and mortify readers. 

Fans will be glad to hear 
that his ability to paint 
pictures with words 
remains strong well into 
his 60s. 


Bookmark 





Fast Facts 
Accolades 

Padma Bhushan 
(1996) 


Fortune magazine's 
Asia Businessmen 
of the Year 

(2003) 


Forbes Asia's 
Businessman of the 
Year (2006) 


Among Time 
Magazine's 100 
most influential 
people in the world 
(2006) 


„ Why have you called yourself 


"Ime Is $225... 
running out 


— Nandan Nilekani 


Co-chairman, Infosys Technologies 





NANDAN NILEKANI IS PERHAPS THE MOST REFRE- 


Shing public intellectual of his generation, 
and it’s no surprise that his first book has 
generated waves. Imagining India could 
transform the country by changing what 
politicians argue about — real issues, not 
artificial divisions. Nilekani spoke to BW 's 
Rajeev Dubey and Pierre Mario Fitter about 
his ideas behind the book. Excerpts: 


Q a No doubt that this is an important book, 
a but why now? 

a Well, I started this two years ago. I 

= wanted to look at ideas in a more 
sustainable way. We can spend all our time 
arguing the vertical things — religion, caste, 
creed and language. But beyond all that, 
horizontal ideas give you a better view of what 
is happening. So, I identified 18 horizontal 
ideas, and divided them into four areas based 
on their level of maturity in our society. 


BIVASH BANERJEE 


m politics. Look at the demographic trends: 
by 2020, we will have 90 per cent literacy, the 
world's biggest population of young workers 
and 35 per cent urbanisation. That changes the 
game. Young voters will be very aware because 
they will all have televisions, the internet and 
mobile phones. We are often distracted by daily 
events. But if you step back and look at the 
future, you see a different pattern emerging. 


„ While writing this book, did you change 
Q = your opinions on anything? 
A , I learnt a lot while writing the book 

= because I entered each chapter with 
varying levels of ignorance. Things such as 
entrepreneurship, globalisation and 
urbanisation, I have worked on for years. But 
there were many new areas, such as health. I 
did not understand the complexities of politics, 
so I had to read a lot. Now I realise why Dalit 
people feel so angry. But my solution to their 
problem is to give access to opportunity and 
expansion, rather than reservations. 


„ Why is it so hard to institutionalise an 

= "open access" order? 

, It has to happen from the bottom. My 

a point is that half-a-billion educated 
young people will watch the news in 2020, and 
say, "What the hell? I want answers!" They will 
demand, and the system will have to respond to 
that. That is the nice thing about democracy. 


„ Were there underlying fears that 

s pushed you to write this? 

, | think the most important was a sense 

a of time running out. India sort of 
muddles through things, but we do not have 
time for that any more. Secondly, 10 years 
from now, I should not feel that I should have 
written a book back then. Thirdly, it was also a 
way to get more educated so I knew where I 
should invest my time in future. 


Q a 50, are you looking at something like a 
a Bill Gates-style foundation? 

Well, certainly philanthropy is one part. 

= But I am also looking at solving some of 
these issues through my work and personal 
contributions. I am on the Urban Renewal 
Mission and the Skills Mission, helping out 
with government strategy. So at least now I 
know where I should be spending my time. 

For the full text of the interview, log on to 

www.businessworld.in 
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- Get connected to tomorrow. 
- Hear from the Industry Experts. 


- From January 15-17, 2009, the who's who of the IT world will 
— share their vision for the future at INFOCOM 08-09 in Calcutta. 
- India's largest ICT exposition will play host to the world's leading 
Conference at ITC Sonar, Calcutta: 

20 sessions over 3 days on 2 parallel tracks 
Over 1200 delegates from the ICT and business user community along with policymakers and government. 


Focus Areas: Innovation, Wireless & Mobility, Infrastructure, Internet, ITES-BPO, Security & Governance, IT in different industry verticals — 
- Manufacturing, Healthcare, etc. 


To register as a Delegate contact Mr. Ankur Singha on «91 9836109579 
To participate as a Sponsor contact Mr. Rudrashish Nag on «91 9831310118 


visionaries as they share their thoughts on how to innovate to 
integrate. If you want to experience tomorrow today, walk into 
INFOCOM 08-09. See for yourself where the future is headed. 


— For online registrations, visit us at www.indiainfocom.com 











Associate sponsors: 


ug . SIEMENS a K Computing CQ... 
Siemens information Systems Ltd. THE PRO IN PROTECTION + IT Management 
CAMPUS 


Ó 


WiMAX 





BW Opinion 





Redirecting The Gaze © 


The time of the 
global crisis is a 
good time for 
helping our 
neighbours, 
cementing 
bonds of friend- 
ship and 
turning enemies 
into friends 





THE SPECTRE OF A GLOBAL SLUMP HAS LED TO A 
boom in international meetings of dignitaries. 
India’s importance in the world economy has 
increased to a point where it qualifies to be a 
membership of these conclaves. The Prime 
Minister has recently been to two: the seventh 
Asia-Europe meeting in Beijing in the last week 
of October, and the meeting of G20 
in Washington in the middle of No- 
vember. In both, the PM spelt out 
India’s current stance. 

He is clearly in favour of changing 
the balance of power within interna- 
tional financial institutions. When 
he argues thus, he frames his argu- 
ment in terms of developing coun- 
tries; if their weight increases, In- 
dia’s will also automatically. There is 
a historical case for this. Most inter- 
national financial institutions were 
founded in the years immediately 
following World War II; when it par- 
ticipated in the meetings to set up 
the International Monetary Fund 
and the World Bank, India was still a 
British colony. At that time, the 
western allies that had won the War 
loomed much larger, and India was corre- 
spondingly less important. The rapid growth of 
the Indian economy in the past quarter century 
has increased its share in the world economy; it 
seeks a commensurate share in the governance 
of international financial institutions. This is by 
now an old demand. India has also been seeking 
a seat on the Security Council of the United Na- 
tions, where Communist China has a seat which 
it got in the guise of Kuomintang China. 

On the content of reforms in international 
cooperation and governance, the Prime Minis- 
ter’s ideas are incremental, if not conservative. 
He wants the international banks to be given 
$50 billion to help developing countries that 
have run into trouble in the current crisis. He 
called for a fresh round of negotiations under 
World Trade Organization. His commerce min- 
ister broke up the preparations for it only four 
months ago in the name of the poor Indian 
farmer; now the Prime Minister wants a re- 
sumption of the talks, though he made no 
promise of better behaviour. 

When it came to new ideas, the Prime Minis- 
ter's proposals came close to being half baked. 
He proposed currency swaps as an alternative 


BLOOMBERG 


to the International Monetary Fund as a source 
of short-term liquidity. Currency swaps are the 
flavour of the month. Within the past month, 
Latin American central banks made currency 
swap agreements amongst themselves, and so 
did Scandinavian central banks. Currency 
swaps are normally entered into by countries 
with close economic ties. Instead of looking for 
a global, inchoate currency swap arrangement, 
the Prime Minister should be offering swaps to 
neighbouring countries with which our eco- 
nomic relations are close or capable of growing. 
Pakistan, currently in the throes of a payments 
crisis, is an obvious candidate. 


The Prime Minister also floated the idea of ` 


industrial countries giving developing coun- 
tries export credit finance. Credit to developing 
countries in payments trouble is an old idea; 
giving them credit on their exports makes no 
sense. Importing more from Pakistan is a good 
idea; but it would be better to pay cash for the 
imports instead of bothering about credit. 

The Prime Minister seeks a bigger role for In- 
dia. His ministers and bureaucrats egg him on 
to do so because a bigger role would mean more 
meetings abroad, more junkets, more daily al- 
lowance and more parties. Its representatives 
have been pleading for a bigger role for India for 
half a century, but have not advanced their case 
by an inch. A bigger role can be obtained only 
with other countries' agreement, and there are 
enough other countries which would fight to 
stop India from becoming more influential. 

The battle for a bigger role cannot be won, 
and it is not worth fighting. That does not mean 
that Indian officials will not continue to fight it, 
for the fight also goes on in international meet- 
ings that lead to trips abroad. But the Prime 
Minister at least should see the futility of this 
never-ending struggle, and divert his energies 
to more fruitful pursuits. 

Amongst them are our relations with and in- 
fluence on our neighbours. Our trade agree- 
ment with Sri Lanka is 10 years old, but we still 
do not allow free import of tea, which is Sri 
Lanka's principal export. We have for years 
been the principal market for Malaysia's palm 
oil, but we do not cement and stabilise that rela- 
tionship by abolishing import duty and promis- 
ing not to reimpose it. There is much in our 
vicinity that has escaped the Prime Minister's 
attention because of the heights on which he 
lives these days. 
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Editor's Letter 





Second Businessworld ` 
To None 


AFTER TWO covers on 
the Mumbai attacks, 
we wanted to show- 
case the ordinary peo- 
ple who are the real 
heroes of the India 
story. Isn't this, after 
all, what the attacks 
underlined — that in 
a society obsessed 
with elitism, it is the 
people often over- 
looked that keep In- 
dia going. 

This is not just the reality of the 
nameless policemen and comman- 
dos who take on terrorists better 
trained and equipped than them- 
selves, thanks to the obstruction- 
ism of officialdom. This is the real- 
ity being lived in offices and 
factories across India Inc. 

Harvard-educated CEOs and 
IIT-trained entrepreneurs are justly 
toasted for their world-beating acu- 
men and inventiveness. But as à na- 
tion we have neglected to notice that 
many of India's most prestigious, in- 
genious and important projects are 
the creations of anonymous gradu- 
ates from little-known institutions. 

The Chandrayaan Moon mis- 
sion, the revolutionary Nano, Mu- 
mbai's critical Bandra-Worli Sea 
Link, the militarys world-class 
missiles, India's new highways, and 
the satellites buzzing through the 
endless sky above, are just some of 
the modern wonders 'second-clas- 
sers, people denied entry into pre- 





mier institutions, 
have endowed India 
with. Often, they got 
their jobs because 
their more sought-af- 
ter, better-scoring 
cousins, whose sub- 
sidised educations 
were intended to pre- 
pare them for nation- 
building, headed to 
Wall Street and Sili- 
con Valley. Now, with 
these bastions of fi- 
nance and technology crumbling, 
the accomplishments of engineers 
from ‘second tier’ schools working 
in domestic factories and laborato- 
ries are finally being recognised. 

The infrastructure and real as- 
sets they are creating will generate 
the real money — and jobs — that 
will drive us through the slowdown 
and towards national development. 

But beyond that, the real contri- 
bution of the people in this story is 
that they are showing a nation cry- 
ing out for a leader who can inspire 
us to say "Yes, we can’, that India is 
full of quietly extraordinary people 
who give greater meaning to those 
words. However society may grade 
or rate us, ultimately it is we who 
have the power to decide who we are 
and what we are capable of. The 
more organisations understand 
this, the sooner we will turn into a 
society where people are not judged 
by the names on their diplomas, but 
the promise of their potential. 


Bly sl 


jehangir s. pocha, editor 
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High On The List 


Being the technology hub of the country, 
Bangalore is certainly high on the terror list 
(‘Bangalore's Achilles Heel’, BW, 15 December 
2008). There has not been much change in the 
security scenario in the city since the attack on 
IISc, but the Mumbai carnage has definitely 
made the local-authorities sit up and take 
necessary measure. Karnataka has now formed 
an anti-terrorist squad. But a lot more has to be 
done before Bangalore can be declared a safe 
city to do business in. The state government 
needs to take every intelligence inputs 
seriously. The state government should ensure 
that the policies to upgrade security doesn’t 
remain on paper and that the state and city 
police force are given modern arms and 
equipment they need to tackle terrorists. 
Companies can stay vigilant by sharing 
intelligence information among themselves. 
Subha Arora, Kolkata 
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Tough On Terror 


Scores of innocent people lost their lives in the brutal 
terrorist attacks in Mumbai (Anger And Management, BW, 
15 December 2008). But what is more shocking is the gove- 
rnments inefficient policies to tackle terrorism. Because of 
vote-bank politics no tough law on terror has been enacted. 
This, in turn, is encouraging terrorists to strike India with 
impunity. There are some practical measures that Indian 
authorities can take — all terrorists languishing in jails 
should be given capital punishment as terrorists often 
demand their release by taking innocent people hostage. 
The terrorists must get a strong message that their dem- 
ands will never be accepted and that they will be killed if 
they dare rise against India. Also, all illegal immigrants 
living in the country should be immediately deported. 


M. Kumar, New Delhi 


The Wrong Approach 
One of the major flaws in India's war against 
terror lies in the fact that the idea of 
attacking the financial sources of terrorist 
activities figures nowhere on the wishlist of 
Indian government agencies (‘Operation 
Change, BW, 15 December 2008). It is 
surprising that India is still not a member of 
Financial Action Task Force (FATF), an inter- 
governmental body which develops policies 
to combat money laundering and terror 
financing. The government must understand 
that this war can never be won without 
cutting off the funding sources of the 
terrorist organisations — which lies in drugs 
(opium) trafficking, religious and social 
financing, fake currency circulation and 
trading in arms and ammunitions. 

Vaibhav Sharma, on email 


Zero Accountability 

Resignations or reshuffle is not the answer to 
utter lack of responsibility (‘Operation 
Change’, BW, 15 December 2008). Either 
politicians are self-governed and responsible, 
or the law should be a deterrent. I don’t see 
self-regulation or the fear of law reining in 
our elected leaders. We urgently need to 
address corruption and ensure accountability, 
else Indians will continue to be “terrorised” by 
its elected representatives. 

Sagar Tanna, on email 





Letters may have been edited for brevity. 
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IN LIFE? 


From 1,45,060 to 1,76,888 copies, Vanita Hindi 
has grown consistently over the last 18 months. 











With a circulation of 1,76,888 copies, 

Vanita Hindi is where you should be showcasing 
your brand. So take the first step towards forging a 
long-term relationship for your brand. Talk to us. 
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Engineers from lesser-known 
institutes are at the forefront 
of critical projects of nation 

building. 
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CURRENT AFFAIRS 


Paying For Power 


Why India's 
own Rods 
flourish and 
continue to 
function with 
impunity 


HIDDEN AGENDA: Rod 
Blagojevich (left) tried 
to sell Barack Obama's 
(right) Senate seat 





THE ARREST OF ILLIN- 
ols Governor Rod 
Blagojevich on char- 
ges of his bid to ‘sell’ 
President-elect Bar- 
ack Obama's now-va- 
cant Senate seat, has 
shocked the US — but 
impressed India. 
While average Am- 
ericans are reeling 
from all the ‘pay to 
play’ cases that are 
emerging from the in- 
vestigation, Indians 
know he would have 
done much better 
here. The ‘position 
market is flourishing 
in India and its impli- 
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cations are profound. 
In the wake of the ter- 
rorist attacks, Mum- 
bai's ex-Police Com- 
missioner Julio Ri- 
beiro told BW that 
one reason the Mum- 
bai police has become 
"sloppy and seden- 
tary” is that its posi- 
tions are usually sold. 
"The transfer of insp- 
ectors and the payoffs 
involved in each deal 
has made the shuffl- 
ing around of inspec- 
tors an industry.” 

The problem is 
even larger in politics. 
When veteran Cong- 


K 


ress leader Margaret 
Alva questioned the 
sale of election tickets 
in her party recently, 
she was shut up, revi- 
led and ignored. No 
investigative agency 
took up the issue; and 
watchdogs, such as 
the Central Vigilance 
Commission, remain 
mute spectators to 
the booming trade in 
political and bureau- 
cratic positions. 

True, India lacks 
the laws required to 
go after such insidi- 
ous corruption. The 
anti-corruption Lok- 
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pal Bill, which could 
help authorities nab 
local politicians in the 
Blagojevich mould, 
has been repeatedly 
voted down in Parlia- 
ment. Ironically, Bla- 
gojevich also tried to 
stop a similar ethics 
law from being pas- 
sed in the Illinois Se- 
nate. But he had to 
give up after Obama 
pressed the state’s le- 
gislators to vote for it. 

And since India has 
no Obama yet, the ^ 
fate of Lokpal Bill is 
anybodys guess. 

Team BW 


billion. The projected airline losses of the Asia-Pacific region in 2009, according to IATA. 





AVIATION 


Flying High 


Can British 
Airways 
become 

the world's 

first global 
airline? 


THE FLIP SIDE: 
Competitors fear 

British Airways's plans 
will lead to a monopoly- 
like situation 





THE ECONOMIC DOWN- 
turninthe worlds lar- 
gest airline markets — 
the US and Europe — 
is forcing airlines to 
consolidate to contain 
costs and shave off 
overheads. This proc- 
ess might see the eme- 
rgence ofthe worlds 
first global airline. 
British Airways 
(BA)has offered to ac- 
quire Australian car- 


“Maybe it willbe m 
but for now let's leave it to Obama.’ 


rier Qantas. This could 
add 130 planes — fly- 
ing to 180 destinations 
— to its fleet of 256 
planes. BA already has 
in its kitty the Spanish 
airline Iberia and an 
alliance with Ameri- 
can Airlines could be a 
step to a merger. 

All this could mean 
that BA would event- 
ually have more than 
700 planes, flying to 
more than 1,400 dest- 
inations. Its nearest 
rival, Air France- 
KLM, has 554 planes 
for 841 places. 
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E, RECESSION TAKES JOB TOLL 


Major companies across all sectors, not just 
financial firms, have announced job cuts 
since the credit crunch drove the world into 


a recession. 
Job reductions by select companies in December 
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“It is time for a good 
bargain for BA,” says 
Raajeev Batra, head of 
Transport Advisory at 
KPMG. “Why else wo- 
uld it acquire when it 
has the option to stre- 
ngthen its reach thro- 
ugh alliance?” Mean- 
while, competitors 
like Virgin Atlantic are 
crying foul that a mo- 
nopoly-like situation 
could lead to higher 
tariffs. But analysts 
say there are many op- 
tions for passengers. 

Also, BA needs to 
improve its image 
with customers before 
trying to become a gl- 
obal giant. According 
to Britains Air Trans- 
port Users Council, for 
every 1,000 passeng- 
ers, 23 bags go astray 
on BA planes — the 
worst among 24. mem- 
bers ofthe Association 
of European Airlines. 

M. Rajendran 


PHARMACEUTICALS 


DOSE OF DEATH 


ly turn one GENA 








Cholera country 
Zimbabwe is reel- 
ing under an out- 
break of cholera, 
which has so far 
affected about 
15,000 people. 
While world lead- 
ers have been urg- 
ing President 
Robert Mugabe to 
quit, aid agencies 
warn that the situ- 
ation is quite seri- 
ous and the deadly 
outbreak could hit 
as many as 
60,000 people 
very soon. 


other drugs between 26 Novem- 
ber and 5 December. Generally, a 
gap of three months between 
clinical studies is desirable to 
avoid harmful drug interactions. 
But since there is no system to 
monitor this, there is no way of 
knowing if a volunteer, who is 
paid to participate, has enrolled 
in more than one study simulta- 
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neously or within three months. A 
biometric fingerprinting system 


who offer themselves for drug ex- 
periments to make a quick buck. 


BLOOMBERG 


CASHLESS 
COUNTRY 


Despite demands 
from the UN and 
world leaders, Israel 
is continuing with 
its blockade of the 
Gaza Strip, allowing 
food ànd fuel on 
just four days in as 
many weeks. The 
systematic blockade 
is crippling the 
Palestine economy 
and the World Bank 
has warned that its 
banks are on the 
verge of collapse 
with liquid cash 
fast running out. 


IMMIGRATION 


Raising the bar 


FACED WITH RISING 
unemployment follo- 
wing the economic 
downturn, western 
countries are tighten- 
ing immigration no- 


Crisis-hit 
western 
countries are 
tightening 


immigration rms. The UK has intr- 
oduced a points-based 
NOFMS immigration system, 


which raises the entry 
barrier for immigra- 


ARRI 








sae: 


nts. The new system 
grades potential im- 
migrants on their ed- 
ucation, age and sk- 
ills, and could cut the 
number of positions 
available to foreigners 
by 20 per cent. 

Australia, which 
raised its migration 
quota to 190,300 this 
year, may introduce a 
system to cap immigr- 
ation if unemploy- 
ment goes up, Austra- 
lian Immigration 
Minister Chris Evans 
said last month. 

In Spain, the new 
Plan of Voluntary 
Return entitles legal 
immigrants, who have 
lost their jobs, to re- 
ceive unemployment 
benefits as a lump 
sum payment — if 
they agree to leave the 
country. 

Noemie Bisserbe 





GLOBAL ECONOMY 
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TRIBHUWAN SHARMA 


A gloomy year ahead 


THE WORLD BANK HAS FORECAST A SIGNI- 
ficant decline in global economic growth 
next year. In its new report, 2009 Global 
Economic Prospects, the bank predicts 
that the world’s annual economic growth 
will slow to 0.9 per cent in 2009 from 2.5 
per cent this year. The bank warns that 
capital flows to developing countries are 
shrinking fast. The report forecasts 
India’s growth prospects will be cut from 
9 per cent to 5.8 per cent. 


Researchers at Lund University in Sweden have found that mobile phone radiations can 
impair the short-term memory of rats. 
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| SURVIVAL OF THE FITTEST 


MERCHANT BANKERS 
and analysts say most 
news channels may 
not survive the harsh 
times. The INX net- 
work has huge dis- 
tressed assets while 
NDTV is planning to 
the market. “NDTV’s 
core news business is 
operating in a high- 
tion environment,” 
ion may also swallow 
The scene is even 
worse for general 


Dainik Bhaskar 


MY FM leads with 50%" r more tant than CUM Mirchi in 





imagine 


entertainment ch- 
annels, which could 
end up with an aver- 
age annual loss of 
more Rs 300 crore. 
Movie channels 


may be able to sust- 


ain themselves, since 
their fixed costs are 


higher than their vari- 
able costs. The print 
media, too, is ina 
better position except 
for some, such as the 
Outlook group, which 
according to sources, 
is up for sale. 
Sreevalsan Menon 
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NBC Universal 

Judy McGrath, 

MTV Networks 

Marvy Parent. 

MGM Worldwide Motion Picture Group 
Da t Walden 

20th xdi Fox Television 

Nina Tass f l. 


CBS Entertainment 


[ 
| =, 


i À : _ 
4 1 1 AZ 
: E: Pax ctr 1^3 
` 43 - A L LÀ m. f 7] 4 
Pa. as Kel EE * T Ë 
15 TS c 


Raipur and Big FM in Chandigarh; proving yet again that 


MY FM is listeners’ favourite in both these cities. 
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Fianchetto The week s strategic moves and the movers who made them 





HSBC's soft corner 


for SMEs 
London-based HSBC 
has set up a $5-billion 
fund for small and 
medium enterprises 





LIC's stock options 
Life Insurance 
Corporation of India 
(LIC) is investing 
about Rs 11,000 crore 
in the stockmarket 


investment plans for 
the financial year 
2008-09. So far, LIC 
has already invested 
about Rs 29,000 
crore in stocks. 


hired real estate 
consultant Cushman 
& Wakefield to help 
secure financing, 
through mortgage or 
sale-leaseback 


ghts from London to 
Hyderabad, its sixth 
destination in India. 
The airline will oper- 
ate five weekly non- 
stop flights between 
the two cities. 


Buying for future 
ONGC Videsh, the 
overseas arm of state- 
owned ONGC, has 
got the go-ahead 
from the Cabinet Co- 


during the current arrangement. mmittee on Econo- 

financial year ending mic Affairs to acquire _ 
= March 2009. This is Direct link London Stock Excha- & 
3 part of the life British Airways has nge-listed Imperial 2 
ə insurance majors launched direct fli- Energy for £1.4 bill- = 


ion ($2.07 billion). 
Imperial explores for 
oil in Russia’s Siberia 
region and has the 
equivalent of 920 
million barrels of 
proven oil reserves. 


Shedding liability 
Unitech is raising 

Rs 2,500 crore to pay 
back part of its 

Rs 8,000-crore debt. 
The Gurgaon-based 


(SMEs). The fund will Realty cheque company plans to 
help SMEs access Faced with a poten- mobilise funds by 
credit during the tial cash flow squeeze selling some of its 


global economic 
crisis, the bank says 

in a statement. “SM Es 
are the lifeblood of 
most economies; it is 
their success that will 


due to a sharp decline 
in advertising reve- 
nue and shrinking 
profits, the New York 
Times Co. is borro- 
wing about $225 





completed projects as 
well as offloading 
equity at project level 
to private equity 
funds. “In another 4- 
5 months, we should 


create economic million against its be able to bring the 
growth, says Michael Manhattan head- z debt to half” says 
Geoghegan, group quarters building. 2 Ramesh Chandra, 
CEO, HSBC. The company has z chairman of Unitech. 
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Personal business 
Tulsi R. Tanti, chair- 
man and managing 
director of Suzlon En- 
ergy, and his family 
have picked up a 49 
per cent stake in Digi- 
tal Outsourcing, the 
cable television subsi- 
diary of Mumbai-ba- 
sed broadband ser- 
vice provider You 
Telecom for about Rs 
100 crore. This is a 
personal investment 
and not associated 
with Suzlon. 


New platform 

WNS Holdings has 
signed a six-year con- 
tract with Stock- 
holm-based SAS 
Airlines to provide 
passenger revenue 
accounting services 
for SAS. As per the 
agreement, WNS will 
transition SASS in- 


house revenue accou- 
nting system to the 


PE ismana by industry 


No. of deals 
10 15 20 25 30 35 40 45 50 55 60 65 


60 





cate >x 


u ae SR Sates 


600 
Deal value in inane 


H 
wre 


HEMANT MISHRA 


Financial services 


Sirax AirFinance 
Platform, through 
which SAS can ma- 
nage over 40 million 
tickets annually. 


TCS's austerity 
measures 

Tata Consultancy 
Services (TCS) is 
focusing on tier-II 
cities such as 
Coimbatore and 
Bhubaneshwar for its 
expansion plans. This 
will help TCS cut 
land and rental costs. 
The company also 
plans to consolidate 
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its real estate assets 
in the five big cities 
where it has its offices 
— Mumbai, Chennai, 
Bangalore, Hydera- 
bad and Pune. 


Exit strategy 
Reeling under plum- 
meting car sales and 
the dismal perfor- 
mance of the auto 
industry, Japanese 
auto major Honda 
has withdrawn from 
Formula One racing, 
the world's richest 
sport. This move is 
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expected to save the 
company millions of 
dollars. 


Insuring customers 
State Bank of Travan- 
core has tied up with 
United India Insur- 
ance Company to 
provide personal 
accident insurance to 
the bank's savings 
bank account hol- 
ders. The insurance 
cover is Rs 5 lakh per 
account holder, at a 
premium of Rs 50 
per annum. 
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Taurus Venture Capital South Korea 
Co. 


Double impact 
Assam-based Bon- 
gaigaon Refinery 

& Petrochemicals, a 
subsidiary of Indian 
Oil Corporation, will 
soon be merged with 
the parent company. 


This will help impr- 


ove the cost structure 
of both companies by 
integrating operati- 
ons. This will also 
leave a positive im- 
pact of Rs 80 crore on 
the merged entity by 
avoiding double 
taxation on product 
transfer. 
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Quick Take 


Should India spend less on military and 
more on fighting non-state actors? 


We asked. sa Amar Sarin, director, Anantraj Industries; Amit Varma, CEO, Audience Measurement and Analytics; 
Aunali Rupani, director, ARM Research; Bibek Debroy, Centre For Policy Research; Rahul Nanda, CEO, TopsGrup; 
Harshvardhan Agarwal, executive director, Emami; Pramod Rao, managing director, Zicom Electronic Security Systems; 
Pranay Dhabhai, whole-time director and COO, Haier India; Rajiv Gulati, director, China-India strategy, corporate strategic 
planning, Eli Lilly and Company; Vikas Gulati, vice-president, Asia-Pacific, Sprice.com; Vivek Durai, advocate. 








b$ The defence budget should be at Yes. The number of lives lost $e Asking the army to do the 
reduced and reallocated to deal in terrorist attacks by far exceeds polices job is not the solution. 
with such non-state actors. 99 those we lost in the last wars. 99 Getting the police to perform is. 99 
Pramod Rao, MD, Zicom Electronic Amit Varma, GEO, Audience Rahul Nanda, chief executive 
Security Systems Measurement and Analytics officer, TopsGrup 


YES BEGAUSE: In the past 10 years, India has faced more terrorist attacks than traditional 
wars. Today, the bigger challenges lie in cities where security is lacking in rigour or strictness. The 

Yes Union government should significantly reduce the defence budget and reallocate the money to state 
authorities so that they can build a formidable police force to fight non-state actors. The terrorists have 

O demonstrated expertise and coordination in their operations; our state forces must be empowered to 
"56 /, O match their levels. The country has won many traditional wars against its enemies, but has failed 

miserably to protect its citizens from terrorism, which kills hundreds of people every year. It is time the 
states reorient their spending, and focus more on improving security. 


N 0 BECAUSE: Internal security is paramount but that should not come at the expense of the 
overall security of the country. India should not compromise with its military power. Fighting terrorists in 

N 0 states is the primary responsibility of our police forces and they must be equipped to do so. The 
government needs to allocate funds to state law and order authorities without pruning funds for key 

O military establishments — Army, Air Force and Navy. But the government needs to take steps to 
45 / O improve coordination among the armed forces so that they work in sync at times of crisis. The 

procurement policies of the state governments require urgent overhaul. Acquisition targets should be set 
and key officers and ministers be held accountable for delays. 


MAYBE BECAUSE: The terrorist attacks have increased manifold in the past few years. 

And it is happening throughout the country. Spending more on fighting terror within the country is 
M aybe critical, but diverting funds, meant to upgrade key military establishments, could be disastrous. What 

India needs is a highly specialised task force to fight the non-state actors. Although forces such as the 
National Security Guard are ideal to combat terrorism, the police forces should be equally effective in 
containing terrorist activities. The country must not fiddle with the traditional role of the army. While 
large wars of the past are unlikely, we should still be prepared for them. The country needs to prepare 
its forces equally for both types of combat. 
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How can we deliver 
cleaner energy today? 


The Siemens answer: An efficient energy conversion chain with the world's 
most efficient combined cycle gas turbine, saving up to 40,000 tons of CO;. 
Delivering environmentally friendly energy means: generating and transmitting power more efficiently while enabling a reliabli 
distribution. Being the only company worldwide that offers solutions covering the entire energy conversion chain, we develop 


innovative ways to reduce emissions: for instance our newest gas turbine which will enable the combined cycle plant in Irsching, 
Germany to save up to 40,000 tons of CO: per year while powering a city of 3 million people. www.siemens.com/answers 


Answers for the environment. SIEMENS 
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THE TITLE OF THIS ARTICLE COULD WELL HAVE 
been “We are like that only”. I’ve been to 
Bombay twice since the massacres of 26-27 
November, and am convinced that nothing 
has changed in terms of the quality of secu- 
rity offered by our police; of the civic respon- 
sibilities and security awareness of our citi- 
zens; and of how our bureaucrats and 
politicians respond to repeated terrorism. 
Example 1. A police check-post opposite 
Savitri Cinema, New Delhi. Nobody knows 
why this constriction, which masquerades as 
. a police check-post has been there for the past 
six years. But everyone who snakes past it will 
vouch that it is a total waste of resources. At 
most, itis manned by two cops — both fat, out 
of shape, one with a /athi and another with a 
pistol, which I bet he hasn't fired for years on 
end. Typically, they are chatting with each 


Nothing 
Changes 


by omkar goswami 





We won't 
change. Be- 
cause nobody 
cares. Not us, 


themselves. Contrast it with the checks that 
you have to go through in the US and UK air- 
ports, and you will realise the alarming as- 
pects of sub-continental sloppiness. 

Example 5. A Home Guard was physically 
checking my trolley at the departure gate 
of Bombay airport. Totally cursory job. 
When I ask him to also check the outer flaps, 
his answer, “Zaroorat nahi”. My security de- 
pends upon his diligence. And he says, “Za- 
roorat nahi”! 

Example 6. A VVIP works out at the gym 
where I am a member. Two, sometimes three, 
security guys accompany him. They stand at 
the entrance, back to the world, without any 
protective gear under their giveaway safari 
suits, their hands clasped in the front of their 
groins. Anyone can shoot them from the back 
and take out the VVIP at the treadmill. When 
I told them this, they grinned. 

Example 7. Ratan Tata spoke of the need 
for disaster recovery. Here's what happened 
at the Taj when the hostages at the chambers 
were rescued in the morning. As they got 
into a BEST bus, there was a burst of sniper 
fire. But the bus couldn't move. You know 
why? Because its path was blocked by OB 
vans of various television channels. This is 
from a rescued friend who was in the bus. 


other or some local. It isn't a bad job for the the citizens. Example 8. Also disaster recovery. On the 
two — en = m att bars s, Not them, the reet "a 5 Ai a an deci. 
scooterists without helmets or expired li- its sirens blaring could not get the right of way 
cences, and make a tidy pile in bribes. Any ter- cops, the between Siddhi Vinayak temple and Shivaji 
rorist would pop them in a trice. babus and Park in Bombay. That's how our civic-minded 

Example 2. Check-posts at Delhi’s domes- the notas citizens behave: my way is the right of way; you 


tic airport. Post-26/11, the cops have set up 
sand-bagged barricades. Some even carry 
automatic rifles. But every car is waved on. 
Usually, the back-up contingent, which is supposed to cover 
the cops who are inspecting the passengers and drivers, are 
talking among themselves. One grenade. A few bursts of 
gunfire, and they would be history. 

Example 3. The CISF guy who checks your tickets before 
you enter the terminal is programmed only to see the ticket 
and glance at a photo-ID that rarely resembles the passen- 
ger. You can enter with an open ticket, and they won't be any 
wiser. On 4 December, I entered Delhi airport's Terminal 1B, 
checked it, came out with my boarding pass and carry-bag, 
went in again, came out once more, and then finally went in. 
I said that I had left my mobile in the car and was waiting for 
my driver to return with it. That was enough for two entries 
and exits with my boarding pass. 

Example 4. Delhi and Bombay airports, X-ray check. The 
quality ofthe CISF men varies wildly across shifts. Occasion- 
ally diligent. Typically uninterested. Always talking among 


wait, even if you are dying in the ambulance. 

Example 9. It took over 48 hours to select 
a chief minister for Maharashtra. Nobody 
who mattered in the selection process cared about speed and 
decisiveness. Sharad Pawar had to be assuaged; a Maratha 
was needed; the high command had to approve, and she 
wasnt available; every excuse for dawdling with nary a 
thought for getting the administration going. Then, the dis- 
graceful spectacle of Narayan Rane saying that he can bring 
down the government — just to display his petty political 
power and his ego, to hell with what others thought. 

We can say what we like on television. Take out proces- 
sions for weeks on end. Wear black bands. Create a tempo- 
rary excess demand for candles. But we won't change. Be- 
cause nobody really cares. Not us, the citizens. Not them, the 
cops, the babus and the netas. That's what makes us a soft, 
effete state. And the terrorists know it. 


The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Promise Vs 


Performance 


The 2009 
general 
elections 
could throw 
up bigger 
surprises 


MATURE AND WISE: 
The electorate is no 
longer as gullible as 

politicians would want 

it to be, and is not 
swayed by mere rhetoric 


by Shalini S. Sharma 


EVERY ELECTION TENDS TO HAVE A DOMINANT 
plank. With terror attacks in several cities and 
the siege on Mumbai fresh in the minds of vot- 
ers, the government's inability — both at the 
Centre and state levels — to prevent these at- 
tacks was largely being seen as the deciding fac- 
tor in assembly polls in Delhi, Madhya Pradesh, 
Rajasthan and Chhattisgarh. The elections were 
seen as a referendum on the United Progressive 
Alliances ‘soft’ stance on terror, and anti-incum- 
bency was expected to play a big role. 

Psephologists and political pundits analysed 
how the heavy voter turnout indicated precisely 
this — that voters had had enough, and were ina 
mood to throw the incumbents out. The fore- 
casts could not have been more wrong. The Con- 
gress retained power in Delhi, and pocketed Ra- 
jasthan. The pro-incumbency factor resulted in 
resounding wins for the Bharatiya Janata Party 
in Madhya Pradesh and Chhattisgarh. 

The verdict says many things. One, the elec- 
torate is no longer as gullible as politicians would 
want it to be. Having seen all, it is not swayed by 


mere rhetoric anymore, and can see 
how sensitive issues such as terror 
can be used as political tools. Two, 
despite overarching national issues 
keeping the intelligentsia occupied 
in debates, the common man is 
more concerned about issues such 
as development and inflation. He is 
not callous or blasé — just intelli- 
gent enough to see the difference 
between promise and performance. 

One reason why the incumbent 
governments have won, says politi- 
cal analyst Paranjoy Guha Tha- 
kurta, is that one-third of the sit- 
ting MLAs were not given tickets by 
their parties. In other words, before 
the public could oust them, non- 
performers were weeded out by 
their own parties. “The Congress 
made gains in two states, and the 
BJP lost one. But neither has rea- 
son to feel over-enthusiastic,” says 
Guha Thakurta. He feels the share 
of both parties would shrink in the forthcoming 
general elections. The Congress and the BJP 
have their governments in only eight out of 28 
states, and four have already voted. In 20 other 
states, regional parties hold sway. So, even 
though Mayawati's Bahujan Samaj Party has not 
gained anything in this round, it will continue to 
play a major role in any alliance or combination 
that may emerge at the national level. 

Neera Chandoke, analyst and professor of po- 
litical science at the University of Delhi, says, 
"Both the Congress and BJP will have to rejig 
their agendas because of a qualitative shift in po- 
litical discourse. The Congress will have to do 
something more concrete on terrorism, while the 
BJP will have to talk more about development” 

Three other trends are clear. First, the era 
of identity politics is fading as people of the 
same caste did not vote en masse. Second, 
Rajasthan Congress President C.P. Joshi's loss 
in Nathdwara by just one vote clearly proves 
how closely fought the contests in future will be. 
Third, as Chandoke points out, people are too 
involved with their own lives now to be really 
worried about the kind of frenzy that was 
whipped up over the Mandal or the Ayodhya 
issues in the 1990s. 

The mandate in the 2009 general elections 
could then throw up even bigger surprises. 
While the verdict of the assembly polls speaks 
volumes about how the Indian voters have ma- 
tured over the years, it says little about who they 
will bring to power at the Centre. 





shalini.sharma (a) abp.in 


22 DECEMBER 2008 22 BUSINESSWORLD 


yezqoww) nO3 + (q83) uonnqtnsiq 99104 eyesg ESI SEE + sionuoO olpny pəlunoui-5uuəəls . yod GSN YUM olpnv pele16ƏluI pəoueApy . YIYS @IPPed YM Ly peəəds-ç + eujBue O31A-! Sd8LL 1S'l Peouerpy + uBisep wsoy joys A011V 


eouejsissy epispeoy sueeA p | Áueuem pepueyx3 sueeA Z+Z jsissy exeJg WIM Sgv s6equrv SUS 10044 jeng KBojouuoe Ionuoo 29104-9 


'jesuno/ jo peeue Bumoeb jo Burjee, eui Aofue pue 'ƏAup | — a: 
]S9] € JO} Əuuoo OS 'pJepuejs se (393 pue sissy eyxeug UM sgy 'sDequiy bene | m ad 
SHS ex Seunjeay Qəjes eAnoege Ayenbe Aq peuojeu! si QHO meu : 
eu) jo eoueuuojied jouedns yL 'Kfjejes ssej[2-ppjo^ YYM 94n»6s 99 nouis 


woo eIpueOepuoy MMM 
SLES6S6E LLO| LZ ELL OOSL 


ouO. 9uQ, 
epuoyH —— 


a 
it] 
5 
cr 
Ww 
Cc 
3 
w 
> 
ao 
i] 
3 
b: 
I 
(n 
O 
t 
™ 
_ 
cJ 
eo 
— 
O 
co 








In Disguise 


Indian LPOs 
are gaining 
from the 
rising fore- 
closures 
in the US 


HOMELESS: 

In October alone, 
about 280,000 
US properties 

got default notices 


by Venkatesh Ganesh 


AT A TIME WHEN LAYOFFS HAVE BECOME PART OF 
the survival strategy for most companies, firms 
engaged in legal process outsourcing (LPO) in 
India are on a hiring spree. LPOs in the country 
are anticipating a surge in demand from US law 
firms and banks engaged in home loan foreclo- 
sures. Sniffing an opportunity, even the non- 
legal business process outsourcing (BPO) firms 
are Jumping on to the LPO bandwagon by mak- 
ing a provision for legal outsourcing. This is 
because legal firms in the US are unable to 
process the mountains of foreclosure docu- 
ments due to a shortage of professionals. “Since 
most US firms are in a cost cutting mode and 
are axing employees, they are unable to process 
the work quickly,” says Raman Roy, CEO of New 
Delhi-based BPO, Quatrro. 

Legal Circle, a subsidiary of Noida-based Fox 
Mondal Little, an Indian firm providing legal 
outsourcing services to multinational compa- 
nies, plans to add 100 people to its workforce, 
earmarked for foreclosures. “We are talking to 
banks about getting prospective work that can 
be done out of India,” says Soumitro Chatterjee, 
CEO of the firm. 





BLOOMBERG 


Wr ac outsourcing 


Blessing 


Mindcrest, a US-headquartered LPO firm, 
says it will add a 450-seater centre in Mumbai 
by the first quarter of 2009. Similarly, Quatrro 
has started getting numerous foreclosure- 
related assignments from US banks and law 
firms in California, Massachusetts and Georgia. 
"I plan to ramp up my workforce by 400 to cater 
to foreclosures-related work,” says Roy. 

Other companies such as Inventurus, Pangea3 
and Integreon are also bullish on the opportu- 
nity. "The services offered by different providers 
vary from indexing and coding to database main- 
tenance, patent support, contract review and 
management, litigation support and legal com- 
pliance,” says Ganesh Natarajan, president and 
CEO of Mindcrest. 

According to RealtyTrac, which publishes the 
national database of foreclosures, 279,561 US 
properties got default notices, auction sale no- 
tices and bank repossessions in October 2008 
alone, which is one in every 452 US housing 
units. The foreclosure numbers have increased 
5 per cent compared to September 2008 and 25 
per cent compared to October 2007. There are 
1.5 million properties across 2,200 counties and 
50 states in the US. 

The ballooning numbers prompted Federal 
Reserve Chairman Ben Bernanke to ask banks 
to consider reducing existing mortgage pay- 
ments by writing down negative value. So, 
Bernanke, in effect, asked banks to reduce 
home loan rates, instead of asking people to 
leave their homes. This revaluing exercise 
added to the outsourcing deluge to India. *Re- 
evaluating their existing home loans requires a 
new set of computational process based on the 
ability ofthe person to repay a loan to the extent 
of his financial situation; says Roy. 

For the US, offshoring to India, no doubt is a 
huge cost-saver. An Indian legal professional 
who takes home Rs 25,000 per month earns a 
tiny fraction of the Rs 11,000 per hour that his 
counterpart in the US is likely to be paid. Cur- 
rently, India churns out a million law profes- 
sionals and 75,000 lawyers every year. Off- 
shoring legal services is already a $4 billion 
industry according to Nasscom — the mortg- 
age-related bonanza could add to its net worth. 

With drafting of housing related agreements 
in the US getting more complicated and de- 
tailed by the day — it can take anywhere be- 
tween 24 hours and a month to process the doc- 
uments depending on the complexity — and the 
foreclosure numbers rising, legal firms can look 
forward to more assignments for some time to 
come. Amidst the gloom and doom, someone 
does have a reason to cheer. 
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Inevitable e 
Contraction 


by Dhruv Gogoi 








21.85 % 







jobless rate 






M | š A YEAR-ON-YEAR (Y-O-Y) LOOK AT NINE MAJOR 
ost maj or economies on four parameters — GDP growth 
Id rate, currency performance, stockmarket value 

wor and unemployment rate — reveals that most 
econom i es countries are on the verge of recession. While the 
| US, Japan and Germany are officially in reces- 


are head i ng sion, the UK too is expected to be declared so 


once fourth-quarter GDP data are out. 
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Preparing For 
A Downturn 


TAKING NO CHANCES: 
Although not hit by the 
recession so far, 

Silicon Valley 

H is treading cautiously 


The next 

year could 

B be un- 
favourable 
for the tech 
industry 


by P. Hari in San Francisco 





IF EVER GLOBAL DISASTER CAME IN INFINITESIMAL 
increments, it was during the current economic 
slowdown. The process started at least a year 
and a half ago, with the first signs of the sub- 
prime mortgage crisis, and then crept slowly 
into the economy. The technology industry has 
so far not been as badly hit as some other sec- 
tors, but observers say the next year may be bad. 

Even two months ago, when a depression was 
truly entrenched into the US and parts of the 
global economy, few people would have antici- 
pated the turn of events. Late last week, the US 
Department of Labour said employment fell the 
steepest in a month in November since 1974. 
The biggest casualties have been construction, 
manufacturing and financial services. While 
experts believe that construction and manufac- 
turing have probably lost most of its excess fat, 
financial services have still some way to go. It 
has lost about 200,000 jobs so far. According to 
Brian Bethune, economist at IHS Global 
Insights, the potential for job loss could be 
between 700,000 and 800,000. “There is over- 
capacity still relative to the mergers in this 
field,” he says. 


REUTERS 
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But the technology industry is not going 
overboard and laying off people in large num- 
bers either. In fact, Cisco announced last week 
that it will not lay off people, although like many 
other Silicon Valley companies, it has frozen re- 
cruitment. The reason: the tech industry has 
learnt from the previous slowdown that laying 
off people en masse is counterproductive. “After 
the previous slowdown,’ says Bethune, “the tech 
industry has had to recruit aggressively in cam- 
puses and some firms ended up short of people 
for their long-term programmes.” 

This is one reason why Silicon Valley is still 
not hit hard by the recession in the US. Accord- 
ing to the Centre for the Continuing Study of 
the California Economy (CCSCE), Santa Clara 
County — the core of Silicon Valley — has had 
zero job loss in the past year. This does not 
mean that people have not lost jobs but that an 
equal number of jobs have been lost and cre- 
ated. In the previous slowdown (2001-2003), 
the county lost 200,000 jobs and the Silicon 
Valley region lost 350,000 jobs. 

Stephen Levy, director of CCSCE, believes 
that recession will hit the Valley next year. “I ex- 
pect the unemployment here to rise up to 8 per 
cent some time next year.” The unemployment 
rate for October is 6.9 per cent, compared to 4.9 
per cent a year ago and 9.5 per cent during the 
peak of the previous slowdown. Renewable en- 
ergy start-ups and investments have fuelled part 
of Silicon Valley's growth in the past few years, 
but this sector is now showing signs of slowing 
down. With money scarce and exit opportunities 
scarcer, VCs are careful at funding start-ups. 

The impending slowdown in the tech sector 
will have implications for the Indian tech com- 
panies. On the one hand, outsourcing will be af- 
fected. Some of outsourcing is discretionary, 
and it will be cut over the next few months. It 
could have a bearing on the H1B visas as well. 
"There is still a gap in supply and demand of IT 
professionals, says Amar Panchal, CEO of 
Akraya Inc., a software solutions provider in the 
Bay Area. The 65,000 H1B visas, when applica- 
tions open in April, might be issued quickly, 
maybe in a few weeks compared to a few days so 
far. But there could be other problems. 

Senators Dick Durbin and Chuck Grassley 
are working hard to reform the H1B visa system 
by restricting companies from hiring only H1B 
visa holders, among other things. The topic will 
be discussed in the Senate after the new govern- 
ment takes over. H1B quotas were determined 
in a good job market. A bleak job market is the 
last thing that H1B visa proponents want when 
the bill comes up for discussion. 
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Policy World 





Guidelines 
For Obama 


by bill emmott 


‘GREAT EXPECTATIONS’ WAS THE APT HEADLINE 
on the cover of The Economist, my former 
employer, which greeted the victory of 
Barack Obama on 4 November. No new 
American President has entered office since 
at least Franklin Delano Roosevelt facing 
such an extraordinary combination of fears, 
burdens and hopes. 

No doubt President Obama will in the end 
disappoint people. That is always the fate of 
politicians. My own countryman, a Conserv- 
ative Party politician called Enoch Powell, 
put the point well when he said that “All po- 
litical careers end in failure”. But much will 





The six 


support investment in alternative energy 
sources. This huge amount, and national 
sense of crisis, would also, however, give him 
a great opportunity to do what no US politi- 
cian has yet dared: to impose a federal tax on 
carbon, notably by raising taxes on gasoline, 
while simultaneously cutting taxes and in- 
creasing spending on cleaner activities. 

Item three is also linked to economic pol- 
icy: his ambition to introduce universal pub- 
licly guaranteed healthcare. There will be a 
temptation to blend this aim in to the stimu- 
lus package, since expanding healthcare is 
going to be expensive. But it is too important 
to risk becoming distorted and compro- 
mised in that way. What we should expect of 
President Obama is that he should instruct 
Senator Tom Daschle, his nominated Health 
Secretary, to come up with a broad proposal 
that encompasses not just the need to bring 
uninsured Americans into the health system, 
but also reform the existing, highly costly 
public health schemes, Medicare and Medic- 
aid, at the same time. 


happen between now and that hopefully dis- priorities for Item four takes the new President into for- 
tant point of failure. What can we, should eign policy. We already know that he intends 
we, expect from President Obama? the new US to reduce the presence of US troops in Iraq 

Given the economic and political situation President more quickly than the current Bush admin- 
that he faces, in my view President Obama à istration plan entails. The main focus for his 
should write on his notepad six priorities for include foreign policy should not be there, however. 


his first year in office. That is rather fewer than 
the total number of problems the US faces. 
Item number one would be, obviously, to 
draft a huge fiscal stimulus package and to 
persuade Congress to pass it quickly into law 
without introducing hundreds of distorting 
amendments. With the US in recession al- 
ready, and with deflation likely soon to take 
over from inflation as the biggest danger, there is no choice 
but to expand federal government borrowing substantially. 
President Obama has talked of creating 2.5 million jobs in 
his first two years. To do that, the fiscal package is likely to 
cost at least $500 billion, which is about 3.6 per cent of 
GDP; that, combined with falling tax revenues as recession 
bites, could well send the total budget deficit up to around 8 
per cent of GDP. What is just as important as the amount of 
borrowing, though, is what the money is spent on. It is com- 
monly agreed that infrastructure should be a primary target. 
Item number two, however, is that President Obama 
should use the opportunity of such a huge increase in federal 
spending and borrowing to try to change some of the incen- 
tives that influence US companies and households. In par- 
ticular, that means focusing a large amount of the spending 
on projects designed to deal with climate change. 
He has already spoken about using more federal money to 


climate 
change and 
health, not 
regulations 


Rather, his focus needs to be on the arc of 
danger that passes from Iran through 
Afghanistan to Pakistan. That, currently, is 
the most dangerous place in the world, as the 
Mumbai atrocities showed. 

Item five remains global. It is that he 
should take his predecessor's initiative in in- 
volving the Group of 20 (G20) countries in 
his November financial summit, and find a way to turn this 
group into the main forum for global political and economic 
summitry, replacing the rich G8. This would be an immedi- 
ate acknowledgement that the voices of China, India, Brazil 
and others need to be listened to — and that they, in turn, 
need to take on global responsibilities. 

The final item, number six, concerns financial regula- 
tion. Many will press him to move rapidly to reform the 
regulation of US financial firms. But he should resist. 
Financial regulation takes time to get right. In the current 
recession, the last thing we need is tighter controls on bank 
lending. That can wait. President Obama should set up a 
regulatory taskforce and ask it to report back in two 
years’ time. 





The author is a former Editor of The Economist. 
policyworld.bw@gmail.com 
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BRIDGING A FUTURE: 
D.K. Sharma, chief 
engineer of Mumbai’s 
Bandra-Worli Sea Link 
project being executed 
by Hindustan 
Construction 

Company 
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» NE week before the launch of 
B Chandrayaan 1, India’s first un- 
>>) manned moon mission, its Pro- 
$3 ject Director M. Anna Dorai, 50, 
E did what most batsmen do bef- 
! oretaking strike: focus. Instead 
"SS of letting his wife accompany 
him to the launch site, he asked her to stay at 
home. “I didn't want distractions of any sort, he 
says. In the tumultuous week that followed, the 
engineering capabilities and mental endurance 
of the Chandrayaan team were put to the ulti- 
mate test. Round-the-clock monitoring — and 
turbulent weather — rubbed people's patience 
to the raw. But as the spacecraft blasted off, 
Anna Dorai couldn't control his emotions. His 
voice cracked when he called his wife: *Our 
baby is on the way to the moon.” 

India remains oblivious to the accomplish- 
ment of this quiet engineer from Kodhwad, 
near Coimbatore, who used to study in the 
moonlight during his school days. Kodhwad 
had no electricity then, and the experience fu- 
elled his burning ambition to reach the moon. 

It wasn't an easy dream to follow. Anna Dorai 





k 
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never made it to one of the world-renowned In- 
dian Institutes of Technology (IITs) — which 
were established in the 1950s and 1960s to cre- 
ate India's nation-builders. He graduated from 
Coimbatore's Government College of Technol- 
ogy; curiously, 95 per cent of the 200 engineers 
in Anna Dorai's team came from similar, hum- 
ble educational backgrounds. 

This trend is visible across the country. As 
IITians migrated to the US in droves over the 
past couple of decades to seek better opportuni- 
ties, bright young engineers from lesser-known 
institutes stepped up to fill the engineering tal- 
ent void. While some picked up the gauntlet for 
the public sector — in critical areas such as de- 
fence, space research and scientific research — 
others went to steel plants and colliers, quietly 
contributing to companies' bottom lines. 

Former President A.P.J. Abdul Kalam (from 
Madras Institute of Technology), the father of 
India's indigenous missile programme, was one 
of them; R.N. Agarwal (Madras Institute of 
Technology), the man behind Indias first inter- 
continental ballistic missile, Agni, was another; 
E. Sreedharan (Government Engineering 
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! Dt engineers from lesser-known 





.. College, Kakinada), the man leading the land- 
.. mark Metro rail project in Delhi, is another. 
s^ The recognition accorded to most of them 
~“ was slight compared to their accomplishments. 
But that is changing. With infrastructure 
.. investment being hailed as the magic bullet to 
--eombat the country's economic slowdown, 
there is growing appreciation for the thousands 
of engineers from 'second-tier' institutes who 
are building the roads, dams, ports, power 
plants and airports essential to India's growth. 
The line-up of projects headed by them is im- 
pressive: Mumbai's new-age suburban trains; 
Mumbai's Bandra-Worli Sea Link; the 4,620- 
. MW power project at Mundra, Gujarat; and the 
auto engineering marvel, the ultra-low-cost 
Nano from Tata Motors. 








< Jn the early 1990s, IITians were coming into the 
global limelight as information technology en- 
- trepreneurs. In his book The IITians, Sandipan 
- Deb writes, "The success stories of people like 
Vinod Khosla, Suhas Patil, Kanwal Rekhi on the 
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S build the Country 


west coast (of the US), Gururaj ‘Desh’ Desh- 
pande in Boston, and Vinod Gupta in Nebraska 
inspired hundreds of IIT alumni to dream en- 
trepreneurial dreams." 

According to one estimate, between 1990 and 
1998, around 10 per cent of all start-ups in Sili- 
con Valley were led by Indians. Their talent cap- 
tivated America, to the extent that even the im- 
mensely popular cartoon strip Dilbert created a 
character, Asok, a brilliant IIT graduate who 
professed that he was “mentally superior to 
most people on Earth’, and that he was trying 
"not to frighten ordinary people with any gratu- 
itous displays of mental superiority" such as by 
no longer reheating tea "by holding it to my 
forehead and imagining fire”. 

Also, civil engineering was losing its sheen in 
the 1990s. "Since I graduated during those 
times, one of my considerations was to go for a 

PhD, in order to beat the downturn,” says D.K. 
Sharma, chief engineer of Bandra-Worli Sea 
Link project being executed by Hindustan Con- 
struction Company (HCC), and a civil engineer 
from Zakir Hussain Institute of Engineering 


PROJECT INSTITUTE 
| Nuclear programme | VITI, Mumbai 
| integrated Guided Missile | 
| Development Prog. in 1982 | 
i 


| | Bandra-Worli Sea Link project — | 

f Nano and Ace 

| | Delhi Metro and Konkan Railways 

| New Mumbai suburban trains 

| Chandrayaan 1 

| | Mundra mega power project 
Agni missiles | 
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CORE PROJECTS: 
(clockwise from top left) 
Jaipur-Delhi NH8, 
Mundra Port, Mumbai 
suburban trains and 
Agni III missile — were 
all built by non-IITians 
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and Technology, Aligarh. 

By then, economic liberalisation and the ope- 
ning up of financial markets had created op- 
tions for engineers to become investment ban- 
kers and fund managers. “IITians long stopped 
coming to the site (to execute civil projects); 
says R. Shankar Raman, executive vice-presi- 
dent of finance at Larsen & Toubro. 

The tide turned in 2000, when the dotcom 
boom crashed. “In the past three years, there is 
increased preference for civil engineering as the 
area of specialisation,” says K.G. Narayankhed- 
kar, director of Veermata Jijabai Technological 
Institute (VJTI) in Mumbai. 

That has been a boon for the country, with 
students and alumni of these so-called tier-II 
institutes working on major infrastructure 
projects. "The time has come when the second- 
and third-level (technology) institutes should 
be given more resources and attention,” says 
Anil Gupta, professor at IIM-Ahmedabad. 


Trials And Tribulations 

But it has not been smooth sailing for many. 
Take for instance, Subrato Trivedi of Adani 
Power, who heads the Mundra power project. 
Trivedi feels his academic background (Ravis- 
hankar College, Raipur), has no correlation to 
his corporate performance. “Acceptability on the 
shop floor depends on delivery and communica- 
tion,” he says. However, he recollects that in his 
earlier stint with power major NTPC, the R&D 
functions were often given to IITians, while the 
shop floor functions went to the other engineers. 
An NTPC official denies this: “We recruit close 
to 1,000 engineers every year. All engineers — 
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regardless of whether they are from 
IIT or not — join as trainees and are 
subsequently assigned roles based 
on their individual capabilities.” 

Then there are companies such 
as Nasdaq-listed PTC, which pro- 
vides product lifecycle manage- 
ment, content management and 
publishing solutions. Today, its 
1,000-member R&D team of Ind- 
ian engineers has a blend of IITians 
and non-IITians. “We recruit engi- 
neers with at least 2-3 years of expe- 
rience, says Taposh Chakravarty, 
general manager for HR at PTC. “As 
a policy, we don't discriminate on 
salaries or designations based on 
academic backgrounds." 

But given the paucity of top tal- 
ent, some organisations do pay IIT- 
ians higher salaries. For instance, ` 
ICICI Bank pays Rs 6 lakh per an- 
num to management trainees from 
tier-II institutes, while those from premier in- 
stitutes get Rs 8.3 lakh. However, *once they are 
inside, it's performance that matters and there 
is no mollycoddling of any sort", says Ram Ku- 
mar, HR head of ICICI Bank. 

Ultimately, it is performance that takes over. 
Nobody knows this better than HCC's Sharma, 
38, who was involved in the mammoth sea link 
project from its bidding stage in 2000, and who 
was initially “nervous” when in 2003 he was 
given charge of the project. But then, he says, *I 
knew in the end, organisations look for deliver- 
ables.” The project, due to go live in July 2009, 
is expected to alleviate traffic problems in the 
western suburbs of Mumbai. As work nears 
completion after eight long years, Sharma is 
keeping his fingers crossed as “talks are still on 
with local municipal authorities". One thing 
Sharma, still single and looking, relishes is the 
prospect of spending more time with his family, 
especially his 19-year-old niece in Ghaziabad. 

But for every Sharma, Trivedi or Anna Dorai 
who are heading prestigious projects, there are 
several others who are caught in a rut. For want 
of getting that crucial ‘break’, they have got 
stuck in smaller organisations. Says Trivedi, *I 
agree, the initial years are a struggle. But then, 
higher energy levels and perseverance helps you 
catch up.” It is sometimes all about getting that 
one chance to prove one’s mettle. And this, @ 
Sharma says, *could be a matter of luck". 
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Coming Up To Speed 

Today, close to 600,000 engineers pass out of 
1,600-odd engineering colleges every year, of 
which close to 7,000 graduate are from 13 IITs, 
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THE IIT TAG: (From 
top) Arun Sarin (ex-CEO 
Vodafone); Raghuram 
Rajan (economic advisor 
to the Prime Minister); 
Vinod Khosla (one of 
the co-founders of Sun 
Microsystems); Rajat 
Gupta (McKinsey) 


according to Ma Foi Randstad, an HR consult- 
ant. While there is a move on to increase the 
number of IITs to 16, a new trend is emerging: 
around 60-odd engineering colleges are being 
treated on a par with IIT. Says K. Pandia Rajan, 
managing director of Ma Foi Randstad, “Broad 
banding is the new trend, where the tier-I and 
tier-II institutes are being treated on a par (with 
IITs)”. Graduates from these institutes — such 
as National Institutes of Technology, UDCT 
(University Institute of Chemical Technology), 
Mumbai and Punjab Engineering — are being 
given same designations and ‘almost’ same 
salaries as their ITTs peers by companies. 

This new-found recognition is a result of 
quality work being done by their alumni, which 
has made companies confident enough to ret- 
urn to these institutes time and again. 

Take for instance, Siemens’ S. Keshava 
Prasad, 48, an electrical engineer from Univer- 
sity Visvesvaraya College of Engineering 
(UVCE), Bangalore. If you are one of those who 
commute by the new high-tech trains in Mum- 
bai's suburbs, you have Prasad to thank. When 
Mumbai Railway Vikas Corporation (MRVC) 
contracted with Siemens in 2004, its list of to- 
dos was rather long and daunting: move the 
western and central suburban railway system 
from dated technology (DC) to state-of-the-art 
(AC) allowing more trains to ply per hour; ac- 
commodate four times more people in a train 
than European standards; introduce fresh air in 
cars; regenerate energy; provide flood-proof 
under-slung equipment (thanks to constant 
flooding of tracks); and so on. 

But Prasad and his team of 40 engineers exe- 
cuted the Rs 925-crore project successfully in 18 
months. Says Prasad, “Unlike other projects, 
where the core technology is usually provided 
by the head office in Germany, most items in 
this project were developed by the Indian team.” 
Naturally, these days, when Prasad travels by 
train and finds lesser Mumbaiites on the foot- 
board, he can't resist a smile. 

Some upcoming tier-II institutes are also get- 
ting much-needed support from their alumni. 
For instance, Anil Kakodkar, chairman of De- 
partment of Atomic Energy, is a mechanical en- 
gineer from VJTI, Mumbai. While he is today 
playing an active role in the nation's nuclear 
programme, he is also involved in VJTI’s policy 
making. Besides, according to Narayan- 
khedkar, he has arranged a tie-up with Bhabha 
Atomic Research Centre (Barc), wherein VJTI’s 
MTech students help solve live problems at 
Barc's atomic reactors. Kakodkar is also “in reg- 
ular touch with the institute, often guiding stu- 
dents in forums", says Narayankhedkar. 

Many other engineering institutes are also 
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sprucing up their act. Kongu Engineering Col- 
lege (KEC) from Erode, Tamil Nadu, for in- 
stance, has had its students applying for . 
patents. "Seven of them have been awarded till 
date; says M.A. Veluswami, dean for R&D of 
the institute. “One of the projects is about a so- 
lar panel, which would face the sun at all times, 
helping extract more solar power.” K. Prasanna, 
a student of KEC has a healthy respect for 
IITians and says, “I knew that if I studied with 
the same spirit as an II Tian, I would do as well.” 

Then, VJTI’s Rameez Pojee and four of his 
classmates have invented a way of moving the 
cursor of a computer with a finger sans key- 
board or a mouse. And no, there is no touch 
screen involved either. Says Pojee, *The idea 
was to develop a machine-user interface that 
implements finger gesture recognition using 
simple computer vision techniques.” 

However, one area where IITs clearly score 
higher is entrepreneurship, thanks to incuba- ` 
tion cells and linkages to financing from ven- 
ture capitalists. "There is a clear correlation be- 
tween the amount of exposure students have to 
entrepreneurship while on campus, and their 
tendency to take up entrepreneurial careers — 
either on their own, or by working in a start-up;" 
says Laura Parkin, executive director of NEN & 
Wadhwani Foundation, a not-for-profit organi- 
sation founded by Romesh Wadhwani, an IT 
entrepreneur in Silicon Valley, California. 


The Middle-Class Dream 
Today, more than 300,000 students battle for 
nearly 7,000 IIT seats every year. The scale of 
the competition drives some to even take coach- 
ing classes 2-5 years before the entrance exam. 
Some wait even after they fail in the first at- 
tempt. According to estimates, 50 per cent of 7 
students who make it to IIT manage it at their 
second or third attempt. Says Praveen Tyagi, 
founder of IITians PACE, a Mumbai-based 
coaching class for IIT entrance examination 
(JEE), “I know of many students who with a lit- 
tle more effort could have done it in their second 
attempt." He adds that while they manage to 
convince some to do an encore, others move on. 
Akhil Jindal, the 38-year-old director of Wel- 
spun Group, is one such. When he found his JEE 
scores would not allow him to get into mechani- 
cal, electronics or electrical engineering, he was 
hugely disappointed: “So much effort had gone 
into it I felt like having missed the bus.” Jindal, 
however, did not take another shot at IIT. In- 
stead, he enrolled into Zakir Hussain Institute of 
Technology, specialising in electrical engineer- 
ing. In the process, he also met his future wife. 
Subsequently, he got into Indian Institute of 
Management (IIM) Bangalore, where the fact 
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OPEN SCIENCE HELPS CARS SHED POUNDS. 


Open Science uses the power of collaboration to do extraordinary things. Vehicle 
emissions have been blamed for up to 75% of CO, emissions globally. Making cars 
—and trucks lighter and more fuel-efficient is one solution. As part of its commitment 
to Open Science, DuPont is working with automotive manufacturers in India, to 
develop engineering polymers resins that will drive down vehicle weight and improve 
performance. We believe it's collaborations like this that can help solve the biggest 
challenges of our time. In other words, science that's open, opens up possibilities for 


people everywhere. Learn more at dupont.com/openscience 


Career opportunities - e-mail; dupont.recruitment@ind.dupont.com / Business opportunities - email: Info india@ind dupont com and Tel-491-124-4091818 r . d 
©2008 DuPont. All rights reserved. The DuPont Oval Logo, DuPont", The miracles of science" and all brandnames are registered trademarks or trademarks of E. |. du Pont de Nemours and Company or its affiliates. The miracles of science 
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DREAM ON WHEELS: 
Girish Wagh gave shape 
to Ratan Tata’s dream 
of making the Rs 1 lakh 
car for masses 
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cannot be questioned. But time has come 
for second- and third-level technology 
institutions, and the informal sector, to be 
given more resources and attention. Let us 
look at some innovations in India. 

When D. Janardhana Reddy, a cardiac 
surgeon in Hyderabad, wanted to share the 
body condition with a patient on a laptop, 
he realised he could either call the patient 
to his side, or go over himself, or set the 
laptop at an uncomfortable angle. With the 
help of a friend in Silicon Labs, Chennai, 
he developed a laptop with double-sided 
screen. Then, a 16-year-old boy has de- 
signed a sensor-based switch control sys- 
tem for pressure cookers, which switches 
off the gas after a set of whistles. 

Thousands of innovators in the informal 
sector are coming out with innovative solu- 
tions. Individual scientists working in hig- 
hly under-funded universities are also gen- 
erating useful innovations. But many large 
companies lack innovation logs. Regard- 
less of size, companies' indifference to- 
wards systematic cataloguing of ideas is 
pervasive. In the informal sector, we spend 
negligible amounts compared to ‘big sci- 
ence’, although many of these grassroots 
innovations can become springboards for 
large-scale technological change. 


Anil K. Gupta, professor 
at IIM Ahmedabad 





The brilliance of IIT students and faculty 


SUBHABRATA DAS 





human resources 


that some of his batchmates were JEE top scor- 
ers made him uneasy. “First, there was admira- 
tion for them,” he says. “Very soon I realised it is 
individual hard work and common sense that 
matters. This gave me a lot of confidence to per- 
form under pressure.” II[M-A’s Gupta asks, “Will 
a few marks in JEE scores make such a tremen- 
dous difference in quality?” 

Not necessarily, and there is considerable evi- 
dence to testify to that, not the least being a 37- 
year-old engineer by the name Girish Wagh. A 
mechanical engineer from Maharashtra Insti- 
tute of Technology, Pune, Wagh brought to frui- 
tion business magnate Ratan Tata’s dream of 
creating an ultra-low-cost car for the masses. 
He led a team of 500 engineers, which included 
many IITians. Earlier, he had built the small 
load carrier Ace, which created a whole new cat- 
egory of transport vehicles. “I don’t think an IIT 
degree would have made much difference to my 
career at least in Tata Motors, where all engi- ` 
neers are given equal opportunity and are per- 
formance driven,” says Wagh. 

But reputations built over the years are hard 


‘to dislodge. There are many who feel IIT gradu- 


ates are a notch above others. “I don’t think 
there is much difference between a student who 
makes it to an IIT and another who misses JEE 
cut off by a whisker, but definitely there is a dif- 
ference when both pass out,” says B.K. Mathur, 
HT Kharagpur’s chairperson for placements. “It 
is the value addition that a student at IIT gets 
that sets him apart from the rest.” 

With all this talent, why is our country’s phys- 
ical infrastructure in such bad shape? Anuj 
Puri, chairman and country head of real estate 
consultant Jones Lang LaSalle Meghraj, pins 
the blame on the government, and not the lack 
of good quality engineers. At the same time, he ` 
believes India would have been better off if IIT- 
ians had not migrated to US in such huge num- 
bers or branched off to non-engineering jobs. 
"Obviously, their presence could have made a 
difference to the country immensely,” he says. 

While there is no saying what could have 
been, what is certain is that India, in these times 
of uncertainty, is banking in no uncertain terms 
on the skills of its engineers, IITians and non- 
IITians alike, to help execute world-class infra- 
structure projects, and lift the country out of a 
deepening sense of gloom. 

For inspiration, they need look no farther 
than words from John F. Kennedy: 

Let us go forth to lead the land we love, 

Asking His blessing and His help, 

But knowing that here on Earth, 

God's work must truly be our own 
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S P Jain's Global MBA gets even more global 
Now study in Singapore, Dubai plus Toronto 


Whether globalization is good or bad it is here to stay. 
Today's managers need to be trained on how to manage 
in this new world economy. 


As the only way to learn global management is to 
experience it, S P Jain's Global MBA program provides 
students an exclusive opportunity to study in 3 world 
capitals Singapore, Dubai and now Toronto. In each city 
the participants understand how business is done, 
familiarize themselves with regional regulations, cultural 
nuances and other vital aspects. An industry project adds 
an interesting and practical dimension to this learning. 


The courses follow a global curriculum and are taught by 
the finest team of professors from around the globe. The 
peer group consists of students from across the world, All 
these culminate in creating a truly global experience. 


S. P. JAIN 

CENTER OF 
MANAGEMENT 
DUBAI * SINGAPORE 


Mumbai:+91 22 32906596/97 





PJ 


Dubai:+9714 4291234 


S P Jain enjoys very high rankings in India and was 
recently ranked #1 by A C Nielsen** among all 
institutions of higher learning operating in the UAE. The 
Toronto component will be done by York University's 
Schulich School of Business, Canada's #1 ranked B- 
School by The Economist, Wall Street Journal and 
Forbes. The Economist ranks it # 15 in the world 


The program is designed as a rigorous one year format 
which enables one to take just one year off work and 
rejoin the corporate world equipped with the enhanced 
knowledge, skills and personality required to be a global 
manager. 


S P Jain is renowned for placing all its students every year 
with the best companies in Singapore, Malaysia, China, 
India, U A E, Bahrain, Oman and Qatar. Given our new 
initiatives this list is fast expanding. 


Excited? For details visit www.spjain.org 


Last date for application - January 31, 2009 


gmba@spjain.org 
www.spjain.org 


Singapore: +65 62704748 


“S P Jain claim bosed on research conducted by Nielsen UAE, field work dates: 12th May - 15th June 2008, sample size: 100, population details: HR Managers/Recruitment in-charge 


of leading corporate organisations 


Results of 
the Centre's 
stimulus 
package 
will be long 
in coming 


ndias 
w Deal 


by Raghu Mohan 


IT IS SAID THAT THE BEST WAY TO BEAT A BAD HANG- 
over is to have another drink. India Inc. has 
been partying hard over the past four years. It 
was all about billion-dollar projects, spectacu- 
lar valuations for just about every other 
upstart firm, soaring real estate prices with 
banks merrily giving away money to all comers 
by the bushel. 

As anybody who has had a wild time knows, 
the party gets really crazy towards the end. 
Something of the same is now happening with 
India Inc. as well. Banks are worried about 
dud loans; some borrowers — privileged at that 
— want sops. The government at the Centre 
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is running its last lap. Yet, you got to keep all 
folks happy, the dancing and the music, the 
show must go on. The just announced fiscal 
stimulus package is just that — a few more to 
beat the hangover. 

Rohini Malkani, Citigroup's economist in In- 
dia — a keen observer of the rave party — 
is blunt. “The monetary stimulus package is 
positive for sure, but unlikely to reverse 
the slowdown,’ she says. The Reserve Bank of 
India (RBI) itself is candid. Industrial activity, 
particularly in the manufacturing and 
infrastructure sectors, is decelerating. The serv- 
ices sector too, which has been our prime 
growth engine for the past five years, is slowing, 
mainly in the construction, transport and 
communication, trade, and hotels and restau- 
rants sub-sectors. 

For the first time in seven years, exports have 


declined in absolute terms in October. Recent g 


data indicate that the demand for bank credit is 
slackening despite comfortable liquidity. 
Higher input costs and dampened demand 
has dented corporate margins while the uncer- 
tainty surrounding the crisis has affected busi- 
ness confidence. 
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Holy Cow! 
Yet RBI and the finance ministry feel it is okay 
to go ahead and tinker with the rules to accom- 
modate the real estate sector. Until now expo- 
sures to real estate, capital market exposures 
and personal and consumer loans were not eli- 
gible for exceptional regulatory treatment — of 
retaining the asset classification of the restruc- 
tured standard accounts up to June 2009 in the 
standard category. The idea behind this move is 
counter-cyclical: if the real estate sector contin- 
ues to get money, it will give a fillip to other sec- 
tors such as steel and cement. And to boost de- 
mand at the retail level, loans given by banks to 
housing finance companies to on-lend (up to Rs 
20 lakh) will be classified as priority sector. 
Butis this harakiri? Does it make any sense to 
throw good money after bad if RBI itself feels 
that there is a definite slowdown? RBI's Report 
on Trend and Progress of Banking in India 
(2006-07), says that banks' exposure to real es- 
tate — which it classifies as a sensitive sector 
along with commodities and capital markets — 


_ stood at Rs 3,70,689 crore at end-March 2006- 


07, and this was 18 per cent of total loans. 

That's the latest available industry-wide fig- 
ure. Since then, there has been a slowing down 
of bank credit to builders, but there is nothing 
to suggest that it has come down hugely to retail 
buyers. Again, while the bulk ofthis exposure is 
to retail, that's still no reason for comfort — if 
retail home demand slips, builders and their 
bankers will also have to grin and bear the pain. 
Another lifeline is the Rs 4,000-crore refinance 
facility from the National Housing Bank, the 
details of which are expected 
some time this week after the 
RBI's Central Board meets. 

A recent report on real estate 
by analysts Tushar Poddar and 
Pranjul Bhandari of Goldman 
Sachs is ominous. It says that 
the local property market is 
poised for a deep correction. 
Property prices have risen dra- 
matically over the past three 
years, supply exceeds demand 
in most geographies and afford- 
ability lags prices. Residential 
prices in some areas may need 
to fall by up to 30 per cent from 
current levels for affordability 
to catch up. 

As elsewhere globally, this will 
have negative effects on the 
economy. The duo point out that 
after India's last housing bust in 
1996, property prices fell some 
40 per cent over three years, and 


BLOOMBERG 


did not recover to their previous peaks for a 
decade. Consumption and investment demand 
were both negatively affected, and growth 
slowed from an average 6.8 per cent in the four 
years prior to the bust to 5.4 per cent in the four 
years after it. 

Yet O.P. Bhatt, chairman ofthe State Bank of 
India, recently observed that all this might be 
for the good. According to him, there could be a 
50 per cent correction in residential property 
prices. “And if that happens, it is good news for 
the Indian banking system as NPAs (non-per- 
forming assets) would reduce and new business 
would fall-in" What he implied is that sooner or 
later demand will pick up; and developers will 
be able to sell off their properties. It is a neat ar- 
gument. Only time will tell if it works. 


Will The Stimulus Work? 

The Centre and RBI's stimulus packages are 
aimed at boosting flagging growth. The central 
bank cut both the repo and reverse repo rate by 
100 basis points (bps) to 6.5 per cent and 5 per 
cent respectively, bringing the tally of cumula- 
tive cuts this year to 250 bps. On the fiscal side, 
the government unveiled a stimulus package 
worth Rs 28,000 crore or 0.53 per cent of GDP 
to be disbursed this financial year. The package 
includes additional expenditure of Rs 20,000 
crore (0.37 per cent of GDP) and a cut in Cenvat 
rate by 4 per cent. 

Will all this work? *The monetary policy trans- 
mission mechanism has been diluted because of 
rising funding cost of banks, which has deterred 
them from passing the rate cuts fully on to 
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THE PUSH FACTOR: 
The Centre's Rs 28,000- 
crore package annou- 
nced by Montek Singh 
Ahluwalia (left) is 
expected to cushion 
banks against NPAs 





giri economy 





It may not be the size of 
China's bailout, but 
India has announced a 
stimulus package that 
was directly supervised 
by Prime Minister 
Manmohan Singh. But 
is this enough? Where 
is the Indian economy 
heading? The deputy 
chairman of the Plan- 
ning Commission, 
Montek Singh Ahlu- 
walia, who has been 
associated with the 
decision making team, 
throws light on what he 
himself describes as a 
"constantly changing 
situation" in an exclu- 
sive e-mail interview to 
BW’s Kandula 
Subramaniam. 


Q: Can we call the steps 
taken by the Centre as a 
“mini-budget”? How long 
would it take for these 
steps to take effect? 

A: I wouldn't call it a 
mini-budget — it is 
essentially an announ- 
cement of certain fiscal 
initiatives designed to 


rrOW!| 
counter the impact 
on the economy of 
the highly unfavou- 
rable developments 
- occurring globally. 
The broad direction 
is to stimulate 
domestic demand 
through various 
measures. One of 
them is a reduction 
of excise duties, 
which will leave 
more money in the 
hands of consu- 
mers. The other 
instrument of sti- 
mulus is public exp- 
enditure. We have 
announced our int- 
ention to seek a 
Parliamentary approval 
for additional expendi- 
ture in a number of imp- 
ortant infrastructure 
areas. These measures 
complement a number of 
other steps on the mone- 


tary and credit front. 


TRIBHUWAN SHARMA 


Q: But do you feel that 
the interest rate cuts, 
and the Cenvat cut would 
actually be passed on? 
A: There's already evi- 
dence that the interest 
rates have come down. 
As for tax reduction, we 
have also seen reduction 
in prices of consumer 
durables. In a competi- 
tive market, and one 
where demand is weak 
and inventories are pil- 
ing up, tax reduction will 
be passed on. Those who 
don’t pass them on will 
lose out to those that do. 


Q: But given the 
uncertainty over jobs, 
will people spend? 

A: I agree that interest 
rate cuts and tax cuts 
can only have a limited 


effect in situations where 
there is uncertainty 
about the future. How- 
ever, given the uncer- 
tainty the tax cuts will 
only help, and besides, 
the uncertainty will soon 
go down. That is why we 
are not relying only on 
interest rate cuts. We are 
also looking at increases 
in public spending and 
expansion in bank credit. 
No one instrument is 
sufficient; several used 
together will help. 


Q: You have also annou- 
nced additional funds 
spends of Rs 20,000 
crore. What happens to 
the fiscal deficit? 
A:The fiscal deficit will 
obviously be much higher 
than the budget estimate. 
However, that is the 
unavoidable consequence 
of a fiscal stimulus. We 
are not abandoning fiscal 
prudence as a medium- 
term objective. We are 
only responding to a 
global situation in which 
our export demand has 
shrunk, and it is also 
likely that investment will 
shrink. An increase in 
fiscal deficit is unavoi- 
dable and even desirable. 
We must remember 
that the short-term 
danger associated with a 
higher fiscal deficit — 
that it crowds out private 
investment — is not 
relevant in this case 
since private investment 
has shrunk and will take 
time to recover. The 
long-term result of a 
build-up of public debt 
in the system is very 
relevant but this can be 
addressed by returning 
to the path of fiscal 


22 DECEMBER 2008 40 BUSINESSWORLD 


Its a constantly changing situation’ 


correction once 
normalcy returns. Tech- 
nically, we will have to 
explain to Parliament 
why the deficit (target) 
has been exceeded. 


Q:How safe is our bank- 
ing sector given their 
exposure to the realty 
sector? In general, how 
safe is our economy? 
A:There is no doubt that 
our banking system is 
safe. It does not suffer 
from the problem of 
toxic assets. The expo- 
sure of the banking sys- 
tem to real estate deve- 
lopment is also relatively 
limited and the loan to 
collateral ratios is quite 
reasonable. Most of the 
real estate development 
in the country was being 
financed not by banks 
but by non-banking 
financial companies. The 
real problem for real 
estate development 
arises because these 
sources of finance have 
shrunk. 


Q: Is providing a lifeline 
to the export sector 
(such as gems & jewe- 
llery) enough especially 
since spending in 
developed countries has 
come down? 

A:I agree that support to 
the export sector may 
not by itself suffice. 
These measures will 
support exporters to deal 
with a difficult situation, 
but there is no doubt 
that the situation itself 
will lead to slowdown in 
export growth. This is 
why it is in our interest 
that there should be 
revival of global 
economic situation. 


borrowers; says Sonal Varma, 
India Economist at Nomura Fi- 
nancial Advisory and Securities 
(India). “The 100 bps policy rate 
cut is another strong signal from 
RBI for the commercial banks to 
cut lending rates, but given the 
strong demand for bank credit 
and high cost of bank funding, 
any lending rate cut will most 
likely have to occur in conjunc- 
tion with bank deposit rate cuts.” 

Bank credit growth slowed to 
27 per cent year-on-year (y-o-y) 
on 21 November compared to 
29 per cent y-o-y a month ago, 
as credit to the commercial sec- 
tor continued to be difficult to 
obtain. “Although prime lend- 
ing rates (PLR) of banks have 
fallen to 13.25 per cent from 
about 14 per cent in September, 
banks have removed discounts 
on the PLR implying corporates 
are paying much higher rates now than in the 
past few quarters,” says Poddar. 

On top of all this is the dud-loan headache, or 
NPAs. According to Fitch Ratings, the challeng- 
ing operating environment faced by banks has in- 
creased the importance of capital conservation, 
including coupon deferrals on optionally de- 
ferrable hybrid instruments, if necessary. Upper 
Tier-2 and perpetual debt instruments offer flexi- 
bility to banks as coupons on these instruments 
can be optionally deferred, if such payment re- 
sults in a ‘net loss’ or an increase in the ‘net loss. 

“RBI has clarified that ‘net loss’ refers both to 
losses incurred in any financial year, as well as to 
accumulated loss at the end of the financial year. 
In the current adverse credit cycle, which may 
worsen over the next year, the possibility of 
shrinking profits, and even losses, in the report- 
ing period for a few weak banks, have increased, 
thereby increasing the possibility of coupons be- 
ing deferred on their hybrid instruments’, says 
Ananda Bhaumick, senior director at Fitch. 
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Fiscal Stimulus Or Headache? 

Varma believes that the measures announced 
over the weekend are necessary given the sharp 
deterioration in economic activity, but doubts 
whether they will be sufficient to quickly re- 
verse slumping growth in investment and ex- 
ports, rising second-round effects caused by 
higher non-performing assets, tightening credit 
conditions, falling property prices and rising 
job losses. On the brighter side, inflation will be 
headed southwards — and at much rapid rate 
on account of falling commodity prices, general 


weakness in the economy and a high base effect. 

A report by HDFC Banks Economics Research 
says that the package will cost the exchequer an 
additional Rs 30,700 crore (Rs 8,700 crore is the 
loss due to the Cenvat cut, Rs 20,000 crore is the 
additional planned government expenditure and 
Rs 2,000 crore is the targeted support to exports). 
"As a result, the fiscal deficit is likely to expand to 
5.1 per cent of GDP for 2008-09 from 2.5 per cent 
of GDP as per budget estimates. Including off- 
balance sheet liabilities in the form of oil and fer- 
tiliser bonds, the actual fiscal slippage may be 
higher at 6.6 per cent of GDP? it says. 

The entire deal is intended to push up de- 
mand. Malkani says that while the weekend's 
stimulus packages and fuel price cuts, coupled 
with increased public spending in the run-up to 
elections could act as an antidote, incremental 
data is discouraging. For example; autos saw an 
alarming contraction in two-wheelers (-10.2 per 
cent) and commercial vehicle sales (-34.8 per 
cent) in October. “Data for November indicates 
that several manufacturers continue to post a 
contraction in sales. In the retail space, footfalls 
have declined while layoffs across sectors will 
impact disposable income, with a knock-on im- 
pact on consumption growth", she adds. 

So, what is one to make of Indias New Deal? 
Well, it is aimed to ensure that the show will go 
on; except for the fact that it still might not turn 
out to be a very pretty one for some time to come. 
Credit though must be given for trying hard. 





With inputs from Rajesh Gajra 
raghu.mohan (2) abp.in 
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BRAKES ON: 

The package seeks to 
push up flagging 
demand for sectors 
such as auto, whose 
latest sales figures are 
not encouraging 





Managing 


forex 
reserves 
should go 
beyond 
just safety 














Depth finance 


rowing 
Unease 


by Srikanth Srinivas 





IN MARCH THIS YEAR, THERE WAS A RAGING DEBATE 
among economists, in corporate India and 
among policy wonks about the management of 
India’s foreign exchange reserves: how effective 
it was, whether there was scope for setting up a 
sovereign wealth fund (SWF), or whether we 
could use the abundance of reserves to finance 
infrastructure. The debate was predicated on 
the assumption that continuing accretion to re- 
serves was a given: after all, our reserves went 
up from almost $200 billion at the end of 
March 2007 to almost $310 billion at the end of 
March 2008: over 50 per cent in just a year. 
Managing such a large pile poses challenges 
for the Reserve Bank of India (RBI); managing 
foreign exchange reserves is more complicated 
than managing any other asset class, to be sure, 
















but the same fundamental principles of safety, 
liquidity and protecting value or adequacy of 
returns still apply. 

Every six months, RBI publishes a report on 
the management of foreign exchange reserves; 
the report lays out the guidelines followed in 
investing and managing the reserves, describes 
how the portfolio is distributed among a limited 
set of asset classes in very broad terms, and also 
provides an estimate of the kind of returns 
earned. But how do we know about how our re- 
serves are managed? 





The Good, The Bad, And The Ugly 

“Reserves management is more art than science,” 
says Rajat Nag, managing director general at the 
Asian Development Bank in Manila. “It’s not 
very different from other forms of asset manage- 
ment, even though there are balance of payments 
considerations and exchange rate management.” 
But often, there are political considerations that 
may trump economic ones, adds Nag. 

India’s predicament was not different from 
that of East Asian economies, which had built up 
huge reserves as a form of self-insurance. Before 
the current crisis, foreign exchange reserves 
were beyond what may be deemed prudent, ac- 
cording to the ADB; they earned very low re- 
turns, and carried high opportunity costs. 
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Carrying huge reserves raises fiscal costs — 
since the interest costs on bonds raised through 
the market sterilisation scheme (MSS) of RBI 

(at approximately 7.55 per cent) are far higher 





than the returns on reserve assets held in the 


form of US and other foreign government treas- 
ury securities (at about 3.9 per cent). It also 
raises social costs in the form of higher domes- 
tic interest rates and exchange rate apprecia- 
tion and depreciation. 

Many eminent people — including Deputy 
Chairman ofthe Planning Commission Montek 
Singh Ahluwalia — have long advocated 
using the abundance of reserves for public 
infrastructure investment for which finance is 
woefully inadequate. RBI, on the other hand, 
suggests that the seemingly abundant reserves 
are a function of volatile capital flows rather 
than trade surpluses and so cannot be put into 
an SWF-type vehicle. 

Transparency is another issue; shouldn't the 
public have a better idea of how reserves are 
managed? *It is appropriate to let the people 
know what the drivers of reserves management 
policy are,” says Nag. "That may help greater 
understanding when the central bank inter- 
venes in the market” 


How Much Is Enough? 

Since March, however, the global environment 
has undergone a drastic change: inflows have 
declined or slowed considerably; in India, the 
rupee has depreciated by over 20 per cent 
against the US dollar from its high of Rs 39 at 
the beginning of 2008 and is now hovering 
around Rs 50. External commercial borrowings 
by Indian firms are coming at a high cost — if 
they are even available — and other forms of 
debt capital have all dried up. 

Reserves have fallen as foreign institutional 
investors (FIIs) have taken out monies to meet 
demand in home countries; all too suddenly, the 
wealth of foreign exchange reserves suddenly 
doesn't look quite as much as we stare a global 
recession in the face. If the build-up of large re- 
serves gave us a feeling of managing our finan- 
cial security, how insecure are we feeling now? 

A.V. Rajawade, an independent consultant 
and advisor on foreign exchange management 
to many firms, is not concerned about the ade- 
quacy of our reserves. "How much more can go 
out?" he asks. "Another $30 billion? Most FIIs 
are likely to stay, and private equity firms con- 
-tinue to remain interested; the global situation 
should stabilise in the next nine months to a 
JL year, so we will not lose too much” 

But he also points out that while trans- 
parency of policy may be hard to untangle, there 
is a case to be made for greater transparency 





about data on flows. “That applies specially to 
flows of short-term credit, where the process 
can be streamlined for faster availability,” he 
says. Another area he would like to see greater 
transparency is in the market value of FII in- 
vestments. “But the data on the currencies and 
maturities composition of our foreign exchange 
reserves is out there” he concedes. 





Keeping Our Eyes On The Ball 

By any standard measure, adequacy is not an is- 
sue. Our reserves are many times the import 
cover of three months; they exceed 10 per cent of 
GDP, and they are many times our short-term 
debt. They are also in excess of 100 per cent of 
our short-term external debt, which is an addi- 
tional adequacy measure used by RBI. 

Some risk management experts have another 
worry. “If you take a balance sheet view of re- 
serves, they are assets that match our liabilities 
almost exactly," says the head of risk manage- 
ment at a leading commercial bank who wished 
not to be named. *In that sense, reserves may be 
a misnomer.’ Compare the source of our reserves 
— mostly capital flows — to that of other emerg- 
ing markets especially in Asia whose reserves are 
made of current account and trade surpluses, 
and his concern begins to make sense. 

In October, exports fell by 12 per cent, com- 
pared to the same period last year: not slower 
growth, but an actual fall. The repeated down- 
ward revisions in economic growth rates should 
be denting our sense of complacency that we 
are still growing when others are contracting. 
But that does not mean that money in the bank 
— our foreign exchange reserves, in other words 
— cannot be managed better. 


srikanth.srinivas (a abp.in 
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Buck Stops 
At PMO 


by t.n.r. rao 


WAS THE HANDLING OF THE MUMBAI CRISIS MIS- 
managed or did Murphy’s law (if anything 
can go wrong, it will ) prevail? There is a Cri- 
sis Management Group (CMG) under the 
cabinet secretary that is expected to meet at 
the very onset of any crisis and remain as- 
sembled until the crisis is resolved. It con- 
sists of all the intelligence heads, service 
chiefs and concerned secretaries and agen- 
cies needed to deal with the crisis. 

Its object is to secure a prompt, well-in- 
formed and efficient response to a develop- 
ing crisis. The CMG thus creates a unified 
command without the several agencies 


personal meetings. Similarly, a local level 
CMG is also simultaneously set up to coordi- 
nate action on the spot with available re- 





Mishandling 
working at cross purposes. It will take politi- of the terror On poor advice, Prime Minister Manmo- 
cal directions as and when necessary from E han Singh created a trinity — with a principal 
the Prime Minister either on a hot line or attacks in secretary, the NSA and an internal security 

Mumbai 
highlights a 


oil platform would not be surprised at this. It 
is not too late for the defence minister to re- 
visit the report of the petroleum ministry's In- 
dependent Inquiry Committee (2006), of that 
fire. He can see for himself the lack of pre- 
paredness of that command to face crisis situ- 
ations. It is also for the new home minister to 
realise that there is a total absence of any crisis 
management apparatus in Maharashtra. 

The failure of intelligence processing and 
coordination arises from the patently flawed 
institution of the National Security Advisor 
(NSA). The late V.P. Singh mooted the US 
model for India, despite the well-considered 
advice that such an institution was incom- 
patible with our cabinet system of gover- 
nance. The UK does not have one and is 
none the worse for it. During the BJP 
government rule, the then prime minister 
Atal Behari Vajpayee legitimised it, but the 
Saving grace was that its functions were 
clubbed with those of his principal secre- 
tary’s. Even that did not prevent Kargil or the 
Parliament attacks. 


advisor. After the demise of J.N. Dixit (Inter- 
nal Security Adviser), only two were left, but 
the PM was still without a chief of staff. NSA’s 


sources under the overall guidance of the massive position was formalised by “office orders”, 
CMG at Delhi. ? overriding the Rules of Business notified un- 

The one news that no one has heard so far bureaucr atic der the Constitution of India. This disturbed 
is whether this mechanism was ever invoked, failure at the the lines of command and diffused responsi- 
and if so, with what results. From the se- bility. Intelligence chiefs thus had to report to 
quence of events, it is obvious that there was Gentre two bosses — an organisational disaster. The 


no single command in charge of the crisis 

anywhere. The Centre and the Maharashtra 

government were simply threatened by the failure to grasp 
the seriousness ofthe situation on hand. 

From the reports that are available in the public domain, 
the crisis at Mumbai became known around 9.30 pm. The 
request for NSG came at 11 pm from the state government. 
Had the CMG been in session and acted proactively, the 
NSG could have been alerted much earlier, without waiting 
for the state's assessment for such a request. If the aircraft 


meant for them was not available, the CMG could have com- ` 


mandeered any planes available and rushed the NSG, with- 
out the avoidable road journey from Manesar and the slow 
air journey to Mumbai. Even the idle VIP jets could have 
been pressed into service. 

The Navy's role too has come in for criticism to an extent 
that prompted an offer from the defence minister to resign. 
Anyone aware of the role of the Navy, especially that of its 
Western Command, during the 2005 fire on the Bombay High 


minister of state rank of the bureaucrat NSA 

and his placement in PMO further devalued 
the authority ofthe home ministry and the systems under the 
cabinet secretary as head of the civil service to resolve turf 
fights and distill inputs to the Prime Minister. The damage 
would have been less if NSA had remained focused on the 
prime function of making available real time intelligence to 
the agencies concerned. But he allowed himself to get dis- 
tracted by the ruling United Progressive Alliance's security 
concerns, whether it be the high-profile nuclear deal or the 
not-so-high politicking with Bhim Singh and the Marans. 
The latter act is a serious breach of conduct. And national in- 
telligence became the obvious casualty. 

In conclusion, a word on accountability: the intelligence 
czar supposed to smell trouble and the CMG headed by cab- 
inet secretary to douse the fires are both under the Prime 
Minister. But the buck is made to stop elsewhere. 





The author is a former secretary to the government of India 
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IndianOil 


IndianOil Autogas is about 40%* cheaper than regular petrol. It has added benefits 


like economy, efficiency and is also eco-friendly. So switch to IndianOil Autogas** and 
_ Start saving today. 


* Percentage of savings may vary from state to state autogas- 
** Available selectively in all major towns and cities 
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BIVASH BANERJEE 


FIGHT FOR SURVIVAL: 

Many cement manufacturers are 
shelving expansion plans due to 
sudden decrease in demand 


Tax cuts 
offer little 
respite to 

troubled 

cement 
companies 


Cracks In 


Concrete 


by Sreevalsan Menon 


MAJOR CEMENT MANUFACTURERS’ RECENT AN- 
nouncement to cut prices by up to Rs 7 per bag 
— in response to a 4 per cent cut in Cenvat by the 
government — signifies the industry's serious- 
ness in tackling the current downturn. However, 
Vinod Juneja, managing director of Binani 
Group, is not too optimistic. "The full impact of 
the Cenvat cut, which would have reduced prices 
by about Rs 5 per bag, is now juxtaposed by an 8 
per cent hike in railway freight," he says. "Thus 
we may pass on around Rs 3 to the consumer.” 
The cement sector, which was on a high till 
the end of last fiscal, has suddenly witnessed a 
drop in demand. Until recently, the unrealisti- 
cally buoyant real estate, which consumes 65 


per cent of cement production, and infrastruc- 
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ture sectors have helped the cement companies 
grow rapidly. Promoters had jumped the gun 
and announced huge capacity expansions. 
However, with the slowdown setting in, compa- 
nies are now reconsidering their plans, and an- 
alysts are painting a listless picture for the next 
few years. “As of now, prices remain stable for 
most of India, but the decline in the North is 
worrying, warns cement analyst Giriraj Daga 
of Khandwala Securities. “Worsening demand- 
supply equation would exert downward pres- 
sure in the coming period.” While the demand 
in eastern and southern markets remains sta- 
ble, the northern region, which constitutes the 
biggest market, has seen a major slowdown. 
“We have fully tied up our funds requirement 
for new projects,’ admits N. Srinivasan, manag- 
ing director of India Cements. Cement compa- 
nies are likely to lose on both utilisation and real- 
isation fronts. Binanis Juneja says if there is any 
drop in the price, average realisation will defi- 


nitely drop by Rs 3-5 per bag. As such, those with 4 


deep pockets may survive while a further consol- 
idation in the industry may be necessary. How- 
ever, Hari Mohan Bangur, managing director of 
Shree Cement feels that realisation is dependent 
on liquidity, economic growth, rural spending 
and taxes. “The industry can’t increase demand. 


BUSINESSWORLD 


It must come from economic activities,’ he says. 
The industry admits in unison that all expan- 
sions are on hold. Religare Securities analyst 
 Manak Gaushal says, “Delays in commissioning 
new capacities would be the only way to keep 
_ the demand-supply tight in 2008-09, provided 
-` there is no interference from the government.” 
However, companies such as Ultratech and 
Holcim, which owns brands like ACC and Am- 
buja, refused to comment on the scenario. 





Past imperfect 
When inflation started rising due to higher ce- 
ment prices, the government stepped in. The de- 
mand grew by around 9 per cent for more than 
five years, a notch above the growth of production 
at 8.6 per cent. The higher average capacity utili- 
sation rate of 96 per cent in 2007-08 (against 80 
- percent in 2002-03), and a sharp rise in average 
c cement prices from Rs 145 per bag in 2002-03 to 
^ Rs 246-250 per bag early this year gave the indus- 
try confidence to go ahead with expansions. From 
a total capacity of 175.7 million tonne per annum 
(mtpa) in 2007-08, major cement players wanted 
to add 46.4 mtpa in 2008-09 and another 40.1 
mtpa in 2009-10. Binani Cement planned a 2- 
mtpa green field project in Gujarat. 


Then slowly reality set in. The monetary 


measures aimed at lowering inflation, revised 
GDP growth estimates of 6-7 per cent and the 
global credit crunch left most of the cement 
players, who had expansion plans, in the lurch. 
The industry had a volume growth and an in- 
crease in realisation till September 2008 quarter 
leading to an overall growth of 15.2 per cent year- 
on-year growth. But, there are indications of an 
.. uncertain future with a squeeze of 3.9 per cent y- 
(5 O-yin EBITDA margins, due to a steep rise in raw 
^ material costs, power and fuel costs (up 42.4 per 
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cent), freight costs (up 18 per cent) and a tighten- 
ing monetary environment. 

As prices were put on hold due to cost-push in- 
flation worries, expansion plans worth over 
Rs 12,000 crore announced by the industry, sent 
the interest cost on most balance sheets up by 33.1 
per cent. “We are worried about the rupee going 


beyond 50 against the dollar as our borrowing 


costs will increase manifold,” says Juneja of Binani. 

Pawan Burde, cement analyst at Angel 
Broking, notes that most cement stocks, cur- 
rently at their 52-week lows, have underper- 
formed the Sensex in the range of 12-16 per 
cent. “These stocks, which commanded one- 


year forward valuations of $150-250 at the top. 


of the cycle have now now collapsed to $80-120 
EV/tonne,” he says. 


Silver Lining 

Cement makers are leaving no stone unturned to 
tide over the crisis. Srinivasan says, "Better oper- 
ational efficiency coupled with benefits on freight 
may help, as our variable costs are well under 
control” Decreasing cost of coal, proximity of 
new grinding plants to resource locations and 
power plants may boost blending ratios. Most ce- 
ment companies are turning to efficient plant 
and freight cost management and are setting up 
captive power plants. Binani, for example, has 


tied up with Indian Railways, which got its siding 


unit at the company site. Shree Cement is adding 

a grinding unit near Gurgaon. Many, like Binani, 

are hiking exports of clinker to add value. 
However, a closer look at the current scenario 


brings out a host of opportunities for cement 


companies. À low per capita consumption of 
148 kg compared to the world average of 260 kg 
gives companies a long-term opportunity. A low 
inflation scenario might make The Reserve 
Bank of India pull back restrictions on lending 
and ease overall monetary conditions. Simi- 
larly, a drop in crude prices by nearly 100 per 
cent will cut down freight costs. New captive 
power plants are likely to help lower input costs. 
The Rs 20,56,150-crore investment in infra- 
structure as announced in the 11th Plan can lend 
considerable support to the cement industry. 
“However, lack of clarity on the execution of these 
projects and a delay of 3-4 months in disburse- 
ment may take us to next June quarter, following 
which I see a major drop in demand” says Juneja. 
Moreover, the government's recent fiscal 
stimulus, wherein the public sector banks will 
announce a package for home loans up to Rs 20 
lakh, may be favourable for the cement indus- 
try. So, the industry is pinning its hope on the 
effectiveness of the government's plans. 


———urq 


s.menon@abp.in 
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Steep rise in input and 
transport costs 





increasing borrowing 
costs due to the falling 
rupee against the dollar 
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Frictions In 
 Fission Clubs 


by Rajeev Dubey 


THE UNUSUAL LULL AFTER THE STORM KICKED UP 
by the Indo-US nuclear agreement was discon- 
certing for Indias long-time ally Russia — until 
India appeased Moscow with a $8-billion order 
for four new nuclear reactors last week. That 
signalled New Delhis intent to slowly open up 
its nuclear power generation to the private sec- 
tor — something that will principally benefit 
Russias rivals, the US, the UK, France, Ger- 
many and Japan, all among the world’s leading 
nuclear-reactor builders and suppliers. 

Now India must introspect on which nuclear 
fuel it will choose to achieve its goal of generat- 
ing 20,000 MW of nuclear power by 2020 — 
uranium, which the whole world uses, or tho- 
rium, a fuel India can source locally and has 
technical capabilities in, but which remains un- 
proven commercially? The choice will deter- 
mine over Rs 1 lakh crore of immediate orders 
for equipment and project management serv- 
ices, a lifetime of maintenance services con- 
tracts and an opportunity to stamp the future of 
India’s ambitious civil nuclear energy program- 
me with the technology's supremacy. 

As expected, the lobbies for and 
against thorium (which is on the 
verge of commercialisation) are go- 
ing strong. “If anything is to be ap- 
proved, it should be thorium,” 
says Seth Grae, president and 
CEO of US-based nuclear power 
consulting firm thorium Power. 
“India should use local thorium 
reserves. Compared to other ex- 
tractions, thorium extraction 
is a simple procedure.” 

But as Grae admits, 

there are equally strong 
lobbies for uranium reactors 
that compel him to travel to 
India and neutralise their influ- 
ence on the government every 
other month. Governments and 
regulators are often averse to new 
technologies in sensitive areas such as 
nuclear power because of appre- 
hensions about the fallout of a 


Why India 
must attend 
to its 
thorium 
nuclear plan 
urgently 
























URANIUM 


mishap. The offices of Anil Kakodkar, chairman 
of the Department of Atomic Energy, and Kapil 
Sibal, minister for science and technology, did 
not respond to BW’s queries on the issue. 

The other lobby working against thorium is 
that of the established reactor builders, tech- 
nology providers and nuclear-plant operators, 
who would rather milk their investments in 
uranium fuel technology they are currently us- 
ing rather than spend millions on learning and 
ratifying a new technology. Areva India and GE 
India, subsidiaries of two of the world’s largest 
nuclear-equipment suppliers, refused to com- 
ment on the ‘sensitive’ nature of the queries 
about which technology they would back. 


The Thorium Edge 

Developments in nuclear technology have been 
static globally for nearly three decades. The US, 
for instance, has not set up a new nuclear plant 
in 29 years. But India’s new-found interest and 
China’s plan to raise its nuclear power genera- 
tion target from 40 GW to 70 GW by 2020 have 
livened up the international nuclear industry. 
And thorium is back in nuclear debates almost 
50 years after it was banished as an unviable 
technology. Ironically, the world’s first nuclear 
power plant at Pennsylvania in the US was built 
using thorium fuel. 

Although thorium is three-four times more 
abundant in nature than uranium, the West em- 
braced uranium as the programme could double 
up for nuclear weapons too. Thorium, though, 
has several advantages (see ‘Uranium Vs Tho- 
rium’). In an environment of growing terrorist 
threats, its biggest advantage is that it cannot be 
readily used as nuclear weapons material. 


URANIUM THORIUM Ë 


e Unlike uranium, thorium cannot 
be readily used as weapon-grade 

e Thorium reactors produce 70 per 
cent less nuclear waste compared 
to uranium reactors 

* Spent fuel from thorium reactors is 
90 per cent less radioactive than 
uranium spent fuel 

© Thorium fuel is 5-10 per cent a 
cheaper and less price-volatile than 
uranium fuel 

e Thorium is three-four times more 
abundant on Earth than uranium 
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In India, diehard nationalists fear the Indo- 
US nuclear deal could reverse over five decades 
of indigenous technology development, and 
shift the domestic nuclear programmes focus 
from self-reliance to what could, in future, be a 
debilitating dependence on western technol- 
ogy. Their fear stems from the concern that the 
US and most other countries will sell light- 
water reactors (80 per cent of the world’s reac- 
tors run on light water) and related technology, 
while the entire Indian nuclear programme is 
built around the heavy-water technology that is 
better suited for thorium use. More than five 
decades ago when Homi Bhabha conceived the 
nuclear programme, it was tailored to eventu- 
ally use thorium because India has 290,000 
tonnes of thorium reserves — the world’s sec- 
ond largest behind Australia’s 300,000 tonnes. 

“There appears to be a deliberate move to 
scuttle the thorium-breeder programme be- 
cause if we establish the commercial use of the 
thorium cycle, India would be a tremendous 
technology and fuel powerhouse for nuclear en- 
ergy, says former chairman of the Atomic En- 
ergy Regulatory Board A. Gopalakrishnan, who 
had opposed the Indo-US nuclear deal. 

The US, at whom this volley is directed, ap- 
plied the brakes on the heavy-water technology 
development more than three decades ago be- 
cause it found light-water reactors more effi- 
cient. But India continued with the heavy-water 
reactors because they use natural uranium, 
while light-water reactors consume enriched 
uranium, which requires another set of complex 
processing. No other nation, except Russia and, 
to an extent, Germany, has since worked on 
heavy-water technology development. This is a 
fact that scientists believe, rather jingoistically, 
gives India an edge. After all, India is the only 
country to be setting up a 300-MW plant at 
Kalpakkam near Chennai that will be a step- 
ping stone to commercial thorium power gen- 
eration. It had been conceived after a trial-run 
in a 30-KW reactor, also at Kalpakkam. As the 
next step, a thorium reactor is currently being 
vetted at Bhabha Atomic Research Centre 
(Barc) in Mumbai for technology and design. 


The Indian Edge 

“India is ahead of the curve of almost everybody 
in thorium-fuel reactors,” says D.V. Kapur, direc- 
tor of Reliance Industries and former power sec- 
retary. “But, at what stage thorium reactors will 
be possible is still a question.” 

Thorium backers, however, believe that the 
Kalpakkam project, scheduled for commission- 
ing in 2010-11, will be the first major technology 
demonstrator, and that India can begin devel- 
oping larger commercial thorium reactors 
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@ Countries such as India and Australia, which have nearly 
50 per cent of the world’s thorium reserves 
e New technology suppliers and consultants 
ie Countries that wish to use nuclear technology for non-weapon use 


i Who does not want thorium reactors? es 


e Governments and regulators unwilling to try out new technologies 


B Incumbents and established nuclear reactor builders and 
technology providers — 


+ Existing nuclear-plant operators who will need to e more 
on leaming and vetting technology oe 





within 8-10 years. A two-year wait from now for 
a nuclear project that has an average lifecycle of 
60 years is fair, they say. Besides, the Kal- 


World's largest 
thorium reserves 


pakkam plant is being designed for an astonish- Australia — 300,000 
ing 100-year lifetime. The next best: a thorium India — 290,000 
plant is being trial-run in Russia for nearly five Norway — 170,000 
years. "Thorium utilisation was never a short- US _ 160,000 
term option; 30 have been spent in developing Canada - .. 100,000 
an entire nuclear-fuel cycle all by ourselves South Africa 35.000 
under embargos,” says A.N. Prasad, a former Brazii — — 164000 
director of Barc. “But the opportunity to led others _ 95.000 
the world will be gone if resources and infra- figures in tonnes 
structure get diverted (towards uranium and Source: aw: 


light-water reactors). Though the government 
has not explicitly indicated it, but look at 
the implications.” 

The case being built up by the pro-thorium 
lobbies would be hard to set aside for its 
indigenous implications. Not to forget 
that the scorching global metal 
prices have already raised the cost 
of setting up a nuclear plant by up 
to 30-50 per cent in the past two 
years. With metal prices soften- 
ing, that cost may come down 
a bit now but, for the moment, 
fully imported uranium reac- 
tors at a rupee-dollar rate of 
nearly Rs 50 per dollar will 
be nearly 20 per cent 
more expensive than 
normal. With the rupee 
continuing to slide, this 
will dissuade imports in any 
immediate nuclear reactor 
orders, hurting the uranium 
lobby for the moment. 
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Let The 
Prices Rise 


by kenneth rogoff 


IT IS TIME FOR THE WORLD’S MAJOR CENTRAL 
banks to acknowledge that a sudden burst of 
moderate inflation would be extremely help- 
ful in unwinding today’s epic debt morass. 
Yes, inflation is an unfair way of effectively 
writing down all non-indexed debts in the 
economy. Price inflation forces creditors to 
accept repayment in debased currency. In 
principle, there should be a way to fix the ills 
of the financial system without resort to in- 





US, the UK, the Euro zone, and many other 
countries today. 

Most of the world’s largest banks are es- 
sentially insolvent, and depend on continu- 
ing government aid and loans to keep them 
afloat. Many banks have already acknowl- 
edged their open-ended losses in residential 
mortgages. As the recession deepens, how- 
ever, bank balance sheets will be hammered 
further by a wave of defaults in commercial 
real estate, credit cards, private equity and 
hedge funds. As governments try to avoid 
outright nationalisation of banks, they will 
find themselves being forced to carry out 
second and third recapitalisations. 

Even the extravagant bailout of financial 
giant Citigroup, in which the US govern- 
ment has poured in $45 billion of capital and 
backstopped losses on over $300 billion in 
bad loans, may ultimately prove inadequate. 





flation. Unfortunately, the closer one exam- < When one looks across the landscape of re- 
ines the alternatives, including capital injec- N | maining problems, including the multi-tril- 
tions for banks and direct help for home lion-dollar credit default swap market, it is 
mortgage holders, the clearer it becomes that A short burst clear that the hole in the financial system is 
inflation would be a help, not a hindrance. of moderate too big to be filled in by taxpayers dollars. 
Modern finance has succeeded in creating z di^ A key part of the solution is to allow more 
a default dynamic of such stupefying com- inflation to banks to fail, ensuring that depositors are 
plexity that it defies standard approaches to reduce real paid off in full, but not necessarily debt hold- 
debt workouts. Securitisation, structured fi- ers. This however will be costly and painful. 
nance, and other innovations have so inter- estate value Back to the inflation option, in addition to 
woven the financial system's various players will make tempering debt problems, a short burst of 
that it is essentially impossible to restructure i š moderate inflation would reduce the real (in- 
one financial institution at a time. System- 1t easier to flation-adjusted) value of residential real es- 
wide solutions are needed. stabilise the tate, making it easier for that market to sta- 
Moderate inflation in the short run — say, bilise. In its absence, nominal house prices 
6 per cent for two years — would not clear mar ket probably need to fall another 15 per cent in 


the books. But it would significantly amelio- 

rate the problems, making other steps less 

costly and more effective. True, once the inflation genie is let 
out of the bottle, it could take several years to put it back in. 
No one wants to relive the anti-inflation fights of the 1980s 
and 1990s. But right now, the global economy is teetering on 
the precipice of disaster. Unless governments get ahead of 
the problem, we risk a severe worldwide downturn unlike 
anything we have seen since the 1930s. 

The necessary policy actions involvé aggressive macroeco- 
nomic stimulus. Fiscal policy should ideally focus on tax cuts 
and infrastructure spending. Central banks are already cut- 
ting interest rates. Policy interest rates around the world are 
likely to head towards zero; the US and Japan are already 
there. The UK and the Euro zone will eventually decide to go 
most of the way. 

Steps must also be taken to recapitalise and re-regulate 
the financial system. Huge risks will remain as long as the fi- 
nancial system remains on government respirators, as in the 


the US, and more in Spain, the UK and many 
other countries. If inflation rises, nominal 
house prices don’t need to fall as much. 

Of course, given the ongoing recession, it may not be so 
easy for central banks to achieve any inflation at all right 
now. Indeed, it seems like avoiding sustained deflation, or 
falling prices, is all they can manage. 

Fortunately, creating inflation is not rocket science. All 
central banks need to do is to keep printing money to buy up 
government debt. The main risk is that inflation could over- 
shoot, landing at 20 or 30 per cent instead of 5-6 per cent. 
Indeed, fear of overshooting paralysed the Bank of Japan for 
a decade. With good communication policy, inflation expec- 
tations can be contained. 





Kenneth Rogoff is Professor of Economics and 
Public Policy at Harvard University, 

and was formerly chief economist at the IMF 
© Project Syndicate, 2008. 


22 DECEMBER 2008 50 BUSINESSWORLD 





FOCOMB 


Conference & Exhibition 





Space reserved 
| for you 





ds 


>. 





7 N _ F 47> _—_ y ñ z N z: E ` =, 
d cu v TERM = 


By January 15, 2009, it'd be chock-a-block! Time you booked your stall 
space @ INFOCOM 08-09 and got connected to the global ICT market. 


Leave a mark with your cutting-edge products at exhibitors from India and abroad will showcase 
INFOCOM 08-09, India's largest ICT exposition, their latest business solutions. So participate in the 
organised by Businessworld, India's best selling exhibition at the Salt Lake Stadium grounds and 
and most read business magazine. Being held in make an impression on thousands from across 
Calcutta from 15 — 18 January 2009, it is where the ICT world. 

Stall sizes: 2m x 3m, 3m x 3m, 6m x 5m, 6m x 6m and multiples. 


Over 150, 000 sa. ft. of exhibition space * Over 100,000 expected footfalls € Over 250 exhibitors in a fully air-conditioned ambience 
Focus segments: Hardware, Software, Communications, Electronics, Services, Infrastructure, Digital Lifestyle & Gaming. 








i. et For more details on participation as an Exhibitor 
Wd wire up with us: 

Bangalore and Hyderabad: Amitava Sarkar +91 9379229397 
and Chandrashekhar Avvaru +91 9902384937 
Calcutta: Arghya Mitra +91 9830403575, 

Chiranjib Bhattacharya +91 9831259143, 
Alokemoy Ghosh +91 9831019321 
Chennai: Rajiv Reddy +91 9841033442 

Tt | ya = w Delhi: Bijeet Guha +91 9811241656 
E ^r sss dae Mumbai: Bhaswati Ghosh «91 9819022145 
AB "unu WW e v— Pune: Clement Almeida «91 9821923988 
For more details on the event log on to our website: www.indiainfocom.com 
or e-mail us: info@indiainfocom.com 





Associate sponsors: 

; AN 
ai SIEMENS Comnitina ca < 

" M omes pe Siemens information Systems Ltd. WV in! mum sé etm. > L cns A Genius E Cognizant 
Supported by: 


(CEAMA ELGINA © @ IDA Tema AAMA s 








Businessworld 


EXPLORE 
NEW OPPORTUNITIES 


EVERY WEEK 
Subscribe and gp ftom 


Save Upto 35% GET 2 GB PEN DRIVE FREE 


Busines Busines Businessworl 


. “The Defini 

i 1 Ranking of 
ee" " mos dmi 
M Sound Con pane 


| | THE BW REAL 


A 2- A- SUBSCRIPTION 


Term No. of issues Newsstand price You pay You save You get (free gift) 


T BEST DEAL DEAL 
Rs. 675 357 2 GB pen drive 


Rs. 520 Rs. 399 23% 





PRIORITY SUBSCRIPTION ORDER FORM 


PREE Yes! Please start my subscription for the term l have indicated below: 


= 2-YEAR TERM PRICE (104 ISSUES): Rs. 1040. YOU PAY: Rs. 675 + 2 GB BUSINESSWORLD PEN DRIVE ABSOLUTELY FREE 
—] I-YEAR TERM PRICE (52 ISSUES): Rs. 520. YOU PAY: Rs. 399 


| Name: Mr/Ms 


+ +c A 
Ya Pe | Lens 0 ' 
ud Aoaress: 




















DODD g M 














len 
( 

















z 
[| 
E 
[] 
E 
[] 
OO e! 
Ug g 
Up o @ 
Og; 
S 
[2 
[] š 
J 
j 
J; 





Rs. 50001- Rs. 7500 Terms & Conditions: No extra charges for outstation cheques. Please allow 6-8 weeks for processit J your sul 


LJ 
Rs. 75001 - Rs. 10000 tor cancellation of the subscription will not be entertained once the magazines have been dispatched. All dispute umm 
' V | LI 


THE NO.1 BUSINESS MAGAZINE 


Month shold Incom - ; 

C Less than Rs. 1000! a Delhi ovi Biswas 11-2370 2170-79; Mumbai: Reshma Yamsanwar - 022-2496 2601-09: Kolkat: 
fa ¿gs t àg on ; Bengek Partha Bhadra - 080-2558 8127: Chennai: L. Pradeep Raj - 044-2813 1278 3⁄9: Hyderabad: Suman 
| C] Rs. 200€ Rs, 5000 
| 


public governance Ei li A 


We The People, 


VILAS PATHARE LOOKED VERY CONFUSED. “IT IS NOT 
that I don’t understand what this carnage has 
done to our country. But finally we are dal-roti 
people. If tomorrow they seal the company, who 
will pay Kaadambari and Ambar’s fees? And 
what do I feed them?” 

Prabhu, who was playing carrom in the next 
row, stopped and said, “Arre! We will feed you! 
We will pay Kaadu’s fees! Dekh, finally it is these 
manager-/og who can do anything about all the 
mess that India is in! Now only intelligence will 
save us. Not maara-maari politics!” 

Garret India, where Vilas worked, lost two 
managers in the Mumbai terror attacks. At a 
prayer meeting, MD Chintan Jain addressed the 
whole organisation. "Until now, it always hap- 
pened to other countries, to other states, to other 
people; and this is why we don't sense the ghastli- 
ness of the environment we live in. Floods, rains, 
Bharat bandh, riots... we dusted our backsides 
and were running again, back to work and per- 
formance. Now, it is different. Very, very differ- 
ent. Each of us feel a mad anger; yes, m-a-d 
anger. This anger is to be put to use, to rebuild 
India. This then is our social responsibility!" 

Yes, Vilas was proud of his MD, and the whole 
office had thumped tables in support; yet, every 
time he recalled the wailing sounds from the 
homes of the dead in Colaba Market, it seemed 
to him his kids were better off with a money-less 
father than without a father. 

The MD’s voice resonated, “What happened 
in the last three days in Mumbai is the last straw 
for the common man. The government's focus is 
in the business of self-aggrandisement and self- 
promotion. Two powerful WMDs in their arse- 
nal are withholding literacy and communal dis- 
cord. What we all want to know is: where is the 
governments will and skill to deliver its consti- 
tutional duty to the people of India!” 

Sabita: And what will we do with that infor- 
mation, Mr Jain? The question is no more to do 
with the government, but governance. Instead 
let us ask, what can the corporate citizen and 
the common man do? Until now, the only 
weapon we had was the vote. But voting creates 
a new ‘business house’ at the Centre — not gov- 
ernance, ruling or administration. 

Muthuvel (CMO’s secretariat): Sir, I pay 35 
per cent tax, for what? Where I live, I have no 


Think... 


“This country, with its institutions, belongs to 
the people who inhabit it.” — Abraham Lincoln 


by meera seth 





water, 50 per cent electricity and no safety. I 
leave home at 6 am and return at 10 pm. I never 
resented that hard work, sir. But when we boast 
of GDP growth, it needs to be known that peo- 
ple like us put it there. Then why am I not safe? 

Jain: You are right. Garret pays Rs 200 crore 
as corporate tax every year; our 9,200 employ- 
ees pay Rs 100 crore as tax every year. Everyday 
we come running out of our homes to chase the 
goals and targets we put on hold the previuos 
night. Now, we need to direct the tax that we 
pay and ensure it returns results. I am propos- 
ing a move to get all corporate bodies to stop 
paying tax — sales and income. Collect all the 
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taxes and put into an escrow account. Together 
with other companies, we will set up a parallel 
system to protect civilian life. 

We have the brilliance. Our managers lead 
and manage organisations in many countries; 
when management skill and thought resides 
among us, why are we not managing India Inc.? 

Then again, we have seen that all activity and 
ideating resides with the functionaries, not the 
de jure leaders. The carnage was stemmed in 
three days by our defence and police personnel 
— not the home ministry, not Parliament, not 
the leadership. So, where was governance 
wielded? Today, the world slaps table and asks 
questions about our lack of proactivity. Natu- 
rally, they are unable to reconcile the sophisti- 
cation of our IT intelligence with the kitchen- 
made home security. 

Chairman Abhiram Walia: You have my 
100 per cent support Chintan. The spirit behind 
taxation of income was for the public adminis- 
tration system to create the infrastructure to 
take care of the revenue earners. Instead we 
have to buy gensets, security guards, water fil- 
ters, foreign education and insurance. Then 
where is VFM (value for money) for our taxes? 
Now, if we can ensure the safety of 29 offices, 18 
factories and 9,200 employees, why don’t we do 
this collectively at a macro national level? We 
will at least deliver successful results. 

At the Commerce Club, Jain and Walia’s 
proposal was received with mixed feelings, but 
it raised dust too. 

Rajan (director, automobile industry): 
This sounds like the Boston Tea Party and the 
Dandi March. If there is no stated objective, 
it will become another entry in Wikipedia. 
Instead, let us demand a people task force that 
will carve the blueprint for governance. 

N.D. Dorai (director, pharma industry): 
Impractical, please! A non-political dedicated 
association like this is a pipe dream. Look at the 
reality — one of our trucks was stopped at the 
naka; they wanted proof that our taxes are 
paid! Who will come to your rescue, hanh? It 
took us 16 hours to get the truck cleared. 

Ramnathji: No, what he is suggesting is 
don’t pay tax to the government, but pay into an 
escrow account, wherein you state the condi- 
tions only against whose fulfillment the amount 
may be released. So, you also send them an 
MoU, which will delineate the conditions under 
which the tax will be released to them. Let them 
fulfill it! I think this is good. 

Darius Darashaw: The government can get 
vindictive. They will just shut down my com- 
pany, then? 

Shibani Katyal: You think the people of 
India still have scales on their eyes? If large 
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houses do not pay taxes, it would affect their 
image outside India. 

Sanjiv Rana (scientist): Non-payment of . 
taxes is not going to help. With a compromised 
judiciary, we will not go far down that route. We 
must operate within the system and ‘fix’ it so 
that intervention is lasting. Ifthe system does 
not work, change the system. 

And then Vittal Morro, chairman of the 
Morro Group, spoke: We need to go beyond 
marches and protests to action. Our form of 
government is all wrong. Totally wrong. This 
party-based business that goes on in the capital 
is a war of might, not an attempt to unite. Con- 
sequently, we have states and people divided on 
language and other lines. I ask, you, why is get- 
ting a seat to rule a matter of competition? 
Should it be so? Isn’t that competition what 
leads to one fighting to retain his seat no matter 
what? Therefore, isn’t the whole governance 
itself emerging from division and duality? 

This is why states can get away with saying 
non-natives should leave; this is why states can 
refuse to share water — when we are so divided 
inside, why are we complaining that outsiders 
are attacking us? This divisiveness begins at the 
top. Cunningness and power play originates in a 
competitive pattern of governance. 

The structure we have today is a form of gov- 
ernance that worked for a simple set-up that 
obtained in 1947 and held good until we liber- 
alised in 1991. After that, India also went global 
and also grew to a billion people. More and more 
foreigners began to come here for work, and 
India began to produce a lot more. It also grew 
in activity through technology, and mobile 
telephony; emails and sms actually increased 
the dynamism of engagements in India phe- 
nomenally. That being so, you can't have a bull- 
ock-cart governance system. It just won't do. 

We need an administration and leadership 
that is extremely focused on shepherding and 
stewarding the nation for its own sake and the 
sake of the people, as against an administration 
and leadership that is focused on itself, its vote 
bank, its survival, and its heredity. What else is 
more poignant than a senior minister saying, "I 
hope these attacks will not affect my elections!" 

I think we are paralysed terribly and we do 
not know it. They say an insane man will always 
argue that he is not mad. Ditto here. We are 
paralysed, but we remain in denial. If as man- 
agers, we have the intelligence to restructure 7 
around us; if we have the intelligence to reor- 
ganise our companies and, say, move to a SBU 
(strategic business units) or a departmental 
concept... why are we blind to our external envi- 
ronment, which in fact impacts my functioning 
much more? How is a systems failure at 
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security level any different from Andersen or 
Enron or Parmalat malaise? How are these situ- 
ations any different? There financial systems 
were corrupted, here security! 

Shiv Vasudev (audit firm partner): As I see 
it, the fundamental organisation structure is all 
wrong. Many years ago we had a client — HW 
Brothers, a family-managed company with two 
sons. The industrial chemical division provided 
material to the consumer chemical division. 
Both divisions were headed by one son each. 
They had consumer studies done, vendor sur- 
veys done, lab tests done — all those pointed to 
great products; yet the company remained un- 
known, the profits small, the sales even smaller. 
We suggested an organisation structure study. 
We said to the CEO: two MDs, two visions, two 
drives are confusing the home ethos. You need 
one CEO and one corporate vision and a unify- 
ing mission. In a year, the change was imple- 
mented and the company today is flying high! 

When we are quick to catch delinquency in 
our own organisational set-ups and set it right, 
how did we miss the larger organisation that is 
India? Morro is right, we are completely paral- 
ysed. When you change the revenue earning po- 
tential of an organisation, restructuring is a 
given. We needed to have restructured India in 
1991 before opening the doors! 

Rishi Kartikeya (insurance surveyors): 
You know, I buy that paralysis theory. The real 
administration is the bureaucracy; what value 
are politicians adding? Except for the finance 
ministry, which actually has the skills, training, 
experience and the knowledge to hold the 
department, most do not qualify for the jobs 
they hold. But that’s not how we run our compa- 
nies. Think about this seriously: does the home 
minister have any security or defence knowl- 
edge, training, expertise or qualification? 

For example, tomorrow if I told Shiv, “Hey 
Shiv, I am your friend , I lost my job in the reces- 
sion; Iam a R&D guy. I see you need an HR guy, 
can you appoint me? After all, you have lower 
down managers and fellows who are going to 
run the show anyway, I will be the figurehead.” 
Will Shiv appoint me? Equally, will Shiv say my 
son should get my job? 

Mohan (HR head of IT company): No, this 
was actually clarified in the constituent assem- 
bly proceedings that ministers representing the 
people will lead the efforts in providing gover- 
nance to the country. They are responsible to 
the will of the people. They will be assisted by 
administrators who are qualified and experts in 
their fields. It is, therefore, through this form of 
governance that we the people of India shall 
rule. Governance for the people, by the people 
signifies that power is ultimately vested in the 





hands of the people of India. 

The problem is the spirit of this idea has been 
buried 1,000 ft below and, owing to whatever 
reasons, we have relinquished our duty. Sadly, I 
had to find the legal job description of the home 
minister from Wikipedia. It reads: 

“The Minister for Home Affairs, is a position 
in the Indian Cabinet, at both State and Union 
levels. Union Home Ministers are in charge of 
the internal administration of the country, with 
responsibility for Central police forces such as 
Border Security Force (BSF), Central Reserve 
Police Force (CRPF), Indo-Tibetan Border Po- 
lice (ITBP), Seema Suraksha Bal (SSB), 
Rashtriya Rifles (RR), Central Bureau Of Inves- 
tigation (CBI), Sardar Vallabhai Patel National 
Police Academy (SVPNPA) and Assam Rifles 
(AR), domestic counter-intelligence, as well as 
supervision of the Indian Administrative Ser- 
vices. Home ministers are also responsible for 
law and order situation in the country.” 

The current home minister has quit. Fine. 
But the next guy will be from the same pack, 
and he too will be without experience, academ- 
ics, intelligence... How is this a solution? 
Whereas Indian history will vouch for this: 
ministers were adepts! I agree with Shiva, when 
we have delinquency in our organisations, we 
call in consultants and burrow till we find the 
source of the problem. We have often discov- 
ered poor job descriptions, bad job fitments... 
Here it has been staring us in the face for 61 
years that the functional leader is not an adept. 
He is a body who is interested in the excitement 
of activity and power with no functional 
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prowess. And to such a body we handed over 
charge? Paralysis indeed! 

Shiva: I think we need to restructure the gov- 
ernment. What I think will work is an India Inc. 
screening and support team. This India Inc. will 
have multiple interview panels comprised of 
different senior managers of organisations. 
Anyone, wishing to enter governance, or poli- 
tics as it is called, will have to walk through 
India Inc., be interviewed for general manage- 
ment skills, [Q and importantly EQ, plus 
screened for moral character. Only those who 
have a contribution to make to governance will 
be admitted; the government will not be 'come- 
one-come-all’. There will be just two parties, 
only in order to avoid a monopoly — but the 
vision will be one; methodology can vary. 

The proposed country head will have to go 
through 100 hours of on-air interviews and 
discussions and the public will vote. This CEO 
will have heads of functions who will also be 
interviewed. Sudhir, does the law allow this? 

Sudhir (lawyer): I was looking at the consti- 
tutional background for a shift to a Presidential 
form of government. Article 368 allows for the 
amendment of the Constitution. Though it does 
not set any limits on the change that can be car- 
ried out, the Supreme Court has used the ‘doc- 
trine of basic structure’ to ensure that some ba- 
sic features of the Constitution are immune 
from parliamentary amendment, such as equal- 
ity, democracy, secularism, etc. A proposal for a 
Presidential form of government may be struck 
down under this doctrine. However, an amend- 
ment may be crafted in such a way that it pre- 
serves all the basic features of the Constitution. 

The basic structure doctrine is only a limit on 
parliamentary amendment. One may choose to 
change the Constitution as a whole by drafting a 
new constitution through a popular assembly 
that will then submit the Constitution to 
the people for approval in a referendum. Noth- 
ing on this scale has been attempted in India. 
This will not be subject to basic structure 
review. But it is time to invoke all these clauses. 

Shiva: So do we petition the Supreme Court? 

Sudhir: The court cannot approve a referen- 
dum. It must be a popular initiative; I suggest 
we get together and harness public support and 
file this petition. 

Sanjiv Rana (scientist): I am all for this. The 
situation calls for a return to basics. The Consti- 
tution needs to be amended: While it is idealis- 
tic to have all of India empowered by the power 
of the vote, we need to ask if all of India can vote 
discerningly and if issue-based politics is a 
functioning reality. We know it is not. If not, 
then staying in the current system will only 
block change and, in fact, will hasten the slide 
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into mismanagement and chaos. This state of 
affairs has to end because urban India is the 
engine of growth and creator of national wealth _ 
needed by rural India to develop. It is a symbi- ` 
otic relationship. 

The underlying illness is a voting system that 
is weighted to preserve the sub-standard status 
quo as we have two Indias with rural India hav- 
ing the (numbers) power to put a government 
in office. Internal security will never be an elec- 
tion issue for rural India. This correction may 
take a while to achieve. In the short term, we 
need to move towards a federal form of gover- 
nance wherein the best talent can be harnessed 
and then empowered to make a difference. 

Morro: So then, gentlemen, in summary: 

@ Liberalisation has unleashed a huge power- 
house and the dynamism begs a completely 
different form of organisational structure. The 
key issue is our governance structure must be 
compatible with business and processes and 7 
magnitude of revenue flow. 

@ Governance is management. It is time to 
revamp and put in place a management of the 
Indian organisation. 

@ Need for functionaries fitted te ministries 
based on skill set and capability that is tested. 
lll True government ‘by-for-of the people’ can- 
not be had by random appointments. There- 
fore, anyone who wishes to join the governance 
(‘politics’) must pass tests of capability, hygiene 
factors (moral, health, etc.), IQ, and impor- 
tantly EQ. Restructure to also eliminate party- 
based governance. Plus, no hangers-on in gov- 
ernment. Only real workers. 

BB There can be only one mission and vision for 
India that will be developed by India Inc. in 
consultation with the people of India — which 
the country head will adopt and commit to. 

Let me close with an apt quote by Theodore 
Rossevelt, “Far better is it to dare mighty things, 
to win glorious triumphs, even though che- 
quered by failure, than to take rank with those 
poor spirits who neither enjoy much nor suffer 
much because they live in the grey twilight that 
knows not victory or defeat.” Until now, all 
action has been merely physical! and sensory; 
time to stop unconscious living, let us wake up 
and put forth soulful action and thought. 
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. Citizen- 
leaders must 
stand up to be 
counted every 
day, and not 
only when 
calamity hits 


Bharat Wakhlu is res- 
ident director of pub- 
lic affairs of the Tata 
Group, and general 
secretary of the Foun- 
dation for Restoration 
of National Values 


THE ANGUISH AND ANGER OF CHINTAN JAIN, MD OF 
Garret India is heartfelt and real. Like any good 
and concerned leader, Jain has voiced his anxi- 
ety about the state of affairs in India, and his 
deep desire to change things for the better — 
especially in the wake of the terrible attack in 
which his company lost two of its managers. 

The conversations between Jain and members 
of the Commerce Club, as also his discussions 
with his own colleagues, are all laced with indig- 
nation and ideas of what could be done to change 
the quality of governance in the country. Unfor- 
tunately, anger and indignation by themselves 
can change nothing, unless these emotions are 
calmly and intelligently channelised into practi- 
cal steps that can be put through into action. 

From an 'action perspective, the case brings 
out four important areas into focus. Firstly, 
cynicism undermines good intentions. It seems 
to run parallel with a desire to change things. 
This is because the greatest of desires or inten- 
tions for change cannot be a substitute for ‘intel- 
ligent, effective planning and large-scale mobil- 
isation' of people for the intended purpose. 
Without everybody joining in and agreeing to a 
co-created plan of action, no change can occur. 
People will remain passive when their anger has 
abated, unless a clear strategy is in the process 
of implementation. 

Secondly, risk goes hand-in-hand with being 
morally courageous. The timid responses of Vi- 
las Pathare and Darius Darashaw are for real. 
Not everyone is plucky. This is why citizen-lead- 
ers have to show the way of changing the status 
quo, especially when it benefits powerful forces 
with vested interests. The trick is to enlist large 
numbers of people in moving forward towards 
the desired change. Yet, there is a need to con- 
tinuously assess the risk — neither cowering 
fear nor brazen foolhardiness are appropriate 
responses while making momentous change. 

Thirdly, prioritising good ideas and pursuing 
their implementation diligently. Vittal Morro 
makes a number of powerful points about what 
needs to be done. He emphasises that India is 
today a very different nation from what it was in 
1947, and therefore, there are grounds to 
change the basic elements of our structure of 
governance. This is a good starting point for 
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purposes of ideation. All ideas that are rooted in 
the good of all, and which will provide for more 
effective governance could be taken up for pri- ` 
oritised implementation. Political parties, 
which are an important part of effective democ- 
racy, need to be changed. They must all work as 
true instruments of democracy, and uphold 
democratic values internally too. The adminis- 
tration, the judiciary, the electoral process need 
changes too. The process would be slow and 
painful, but has to be endured. 

And fourthly, the quality of leaders. Much has 
been said about the quality of political leader- 
ship available. Many of the managers in the case 
believe that business managers in general are 
better equipped to run the nation more effec- 
tively. They are not entirely wrong in thinking 
that way, but it would be incorrect to generalise. 
Democracies require that everyone is aligned to 
a larger purpose, and then commit to the plans 
that are put forth for execution. Such efforts 
cannot just be an urban phenomenon, or be con- 
fined to the hinterlands. Ideas and goals will 
have to be communicated to all without discrim- 
ination. Politicians play an important role here. 

Jain's view that a number of politicians have 
become self-promoting and self-serving is also 
true. Civil society is therefore very insistent that 
more competent, capable and value-driven peo- 
ple are brought into Parliament and state legis- 
latures. This might even call for a wave of value- 
driven and committed citizens coming forth to 
be a part of the political process, and changing 
standards from within the system. Even the 
Representation of People’s Act may have to be 
amended. In due course, potential candidates 
for political office could possess certain mini- 
mum qualifications, covering their IQ and emo- 
tional intelligence, among other competencies. 

It is also essential to realise that change is 
driven by only a handful of people, who demon- 
strate moral courage and the ability to resist the 
‘convenient wrong’ for the ‘difficult right’, in all 
that they do. If we want to belong to this small 
tribe of citizen-leaders, we have to be sensitive 
to the larger issues afflicting society, and stand 
up to be counted, not just when a calamity 
strikes but every day; when something is not 
done right or is likely to be done wrong. 

Also, we have to enlist others, mobilise people 
by communicating with and persuading them, 
and touching their hearts. We have to guide 
them into intelligent action that brings effective 
governance to the doorstep of common Indians. 
Only then can we together, as a nation, demon- 
strate our collective intolerance for bad gover- 
nance, for a decline in ethical values, or for the 
abuse of power, and make ourselves allies with 
all those committed to a strong and better India. 
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Ready For 
Revolution 





The time and 
environment 
is ripe to 
drive another 
significant 
change in 

the country 


Intrim Business Asso- 
ciates is a full-service 
management consult- 
ing company 


POST 26/11, ANGRY OUTBURSTS, IMPOTENT RAGE 
and a sense of betrayal are natural reactions em- 
anating from mass outrage, and calls for drastic 
change are only to be expected. Historically, the 
public has shown that mass outrage can change 
things. The struggle for Independence is a 
prime example, so is the overthrow of Indira 
Gandhi's Emergency regime, and to a lesser 
extent Rajiv Gandhi's ouster due to Bofors. 
Though these were simple changes, they were 
about public outrage leading to politicians being 
taught a lesson, but well within the framework 
ofthe system. The learnings: the environment is 
ripe to drive another significant change. 

The pressure this time is for a revolution that 
will clean up the system to introduce accounta- 
bility. Every revolution starts with an ideology, 
followed by a meeting, leading some to pick up 
the ideology, adding weight and giving it a mo- 
mentum, which then keeps building up to a 
sweeping change. To ensure the ensuing wave of 
change does not build up to an unmanageable 
new set of problems, a cogent framework needs 
to be developed. The framework should articu- 
late the issues — historical and contemporary. 
And check if the stakeholders are ready for 
change, and chart a route map for change. 


The Framework 
Issues: When India achieved Independence, 
the trimurti of economic, social and political 
systems was at different levels of maturity and 
dynamism, with the political system being far 
ahead of the other two. Over the past 60 years, 
the economic system has eventually evolved into 
a diversified, representative and accountable 
model. The social system has not matured fully, 
but has shown unusual resilience in times of cri- 
sis. The political system today is at its weakest. 
Now, the need is to bootstrap the polity and 
governance systems to become cohesive and ac- 
countable. It is not about changing the system 
from parliamentary to a presidential form; nor 
is it about the qualifications of the elected rep- 
resentatives. It is about the people's representa- 
tives being accountable for performance. 
Are the stakeholders ready for change? The 
key stakeholders are politicians, government 
servants and the public. That politicians 





respond to public moods is well-known. Gov- 
ernment servants include some very competent 
people who would love to flower under better 
political masters. The public realises that *part 
ofthe problem is me. My chalta hai attitude has 
brought things to this sorry pass. Now I will in- 
vest time and money to push for better per- 
formance in public life". In short, all three stake- 
holders are ready for change. 

Route map for change: The public has three 
levers of control for accountability in public life 
— physical, intellectual and financial controls. 
ll Physical control: The Indian public today ex- 
ercises physical control by electing its leaders. 
The current system, however, fails to ensure 
that the elected leaders are a 'selected' lot; in re- 
ality, the least ofthe evils tends to get elected. 

Action Point 1: The voting system should allow 
an option to cast a vote for ‘none’ to reject ‘all’ the 
candidates. The elected must win by a margin 
greater than the ‘none’ votes, failing which re- 
polling should be done with fresh candidates. 

Action Point 2: Execution and enforcement 
of policies in India is weak, lax or inadequate. 
Every public-facing programme should be 
monitored by some form of public-private par- 
ticipation — hawkers becoming 'cleanliness 
wardens’, public auditing the state of roads, etc. 
Bi Intellectual control: Intellectual control of 
the governance system comes through an active 
media and judiciary. Of late, both have been 
flexing their muscles in a limited way. Strength- 
ening of provisions such as the Right to Infor- 
mation Act will help improve transparency in 
governance and strengthen intellectual control. 

Action Point 3: Strengthen the Right to Infor- 

mation by introducing mandatory reporting. 
E Financial control: Today, a citizen has very 
little control on the allocation ofthe money paid 
as taxes. Although the government undertakes 
an elaborate budgeting exercise every year, in 
reality, the allocation is left to populist agendas 
and mostly misused. A simple change in the use 
oftax money can change this. 

Action Point 4: Start a voluntary variable tax 
component. Let every citizen direct 25 per cent 
of their tax to their chosen head of expenses — 
security, education, etc. Over time, this can be 
increased to over 50 per cent. An experiment by 
Intrim among a small sample of executives 
showed that fund allocation on this basis was 
actually more efficient than the government's 
method of percentage growth over the last year. 

By no means are these the only ideas. The 
need is to form a list of ideas to create a citizen- 
led control model, with a manageable body of 
watchdogs that can bark and bite. The press al- 
ready plays a significant role in the barking; we 
need to create free public bodies with the bite. 
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An Energised India 


With increasing energy consumption, in India and all over the world, 
the need of the hour is sustainable development and exploring 


alternative energy sources. 


t is a fairly simple equation — economic 

growth equals increase in energy demands. 

And we know all too well that this is the case 
with India as well. For the country, this directly 
translates into an increase in the import of fossil 
fuels and this in turn affects the environment 
negatively. Not only that, the security of energy 
supply in India is also at stake. 

India’s current energy resources can broadly 
be put under the following heads — coal, 
petroleum and natural gas, electricity, nuclear 
energy, and non-conventional energy. Each 
of these resources is handled by separate 
government ministries or undertakings, and 
various measures and policies are being 
pursued to ensure that these are optimally used 
7 and exploited. 
mt. India is known to have the largest 
HE programme for renewable energy in the world 
and is working towards efficiently utilising its 
vast energy resources like sunlight, wind power, 
hydro power, biomass etc. The Ministry of 
New and Renewable Energy, earlier called the 
Ministry of Non-conventional Energy Sources, 
is responsible for the efficient utilisation of 
these energy sources. 





























Going Green 

Green energy is the current buzzword in 
the energy sector. It may not really be a new 
phenomenon, but with increasing pollution 
levels the world over, the interest in renewable 
= sources has definitely risen. Also, there are 
newer technologies to explore now. 
-Not only are companies in the public and 
rate sector looking at different ways of 
ising renewable energy sources, but are also 
so ering means to efficiently utilise their 
ment energy resources. Take Moser Baer, a 
mpany known for optical storage media, for 
im ON The company recently signed a MoU 
ithe Government of Rajasthan to set up the 
est gric d-connected solar farm in India with 


eto ca pacity of 15 Mi 





also setup a subsidiary by the name of Moser 
Baer Photo Voltaic Limited in 2005, with a vision 
to provide solar energy as a competitive energy 
option. 

Green buildings are another upcoming 
trend in India. One name that comes to mind 
immediately is the ITC Green Centre in Gurgaon. 
Spread over 1,70,000 sq ft; the ITC Green Centre 
is the first non-commercial complex in India to 
get a platinum rating by the United States Green 
Building Council-Leadership in Energy and 
Environmental Design (USGBC-LEED), and is 
also one of the world’s largest green buildings. 
ITC has, of course, taken up several other 
green initiatives such as the WelcomEnviron 
— a programme started in order to propagate 
environmental causes in the cities where ITC- 
WelcomGroups hotels are located. 

India’s success with coming up with efficient 
green projects can be gauged by the fact that the 
country has won several of the world-renowned 
‘Green Oscars’ — the Asden Awards for 
Sustainable Energy. This year too, two projects 
from India — wood-saving stoves developed 
by Technology Informatics Design Endeavour 
(TIDE) for businesses in South India and solar 
photovoltaic (PV) systems developed by the 
Aryavart Gramin Bank in Uttar Pradesh — won 
this prestigious award. 

Not only that, the country’s energy policy 
also aims at encouraging the development 
of renewable sources of energy — active use 
of nuclear energy for electricity generation, 
promoting wind farms, utilising the full potential 
of solar energy in the country etc are an integral 
part of the country’s energy policy. 

It is hoped that the future energy supply in 
India will largely be met by renewable energy 
sources, with a focus on energy-efficient 
methods. This would halt the depletion of , 
natural resources and prevent climate change, 
and in turn impro the environment and 
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CUSTOMISED 





Ennore Coke Ltd, manufacturers of low ash metallurgical coke for a varied mix of industries. 
Specialised in providing customised solutions, Ennore coke reaches to the pig iron, foundries, 
ferrow alloy, soda ash industries throughout India. For more information call us. 





COKE LIMITED 


Kolkata Office : 85A, Sarat Bose Road, Flat 3B 3rd Floor, Kolkata - 700 026 
Tel : +91- 33- +2485 1697 Fax :+91- 33-2485 1698 
Email : ennorecoke@gmail.com 
www.ennorecoke.com 
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Smart Energy Management 


Working towards an Energy Efficient and Environmentally Responsible future! 


Conzerv Systems Private Limited is India's first 
homegrown multinational in energy efficiency and 
offers consulting, training and creates products to 
help industries become energy efficient. It has 
pioneered energy management solutions and has 
grown steadily at over 35% CAGR per annum. The 
company is today a well known international energy | 4 
management brand across 43 countries, with 195 
global dealers, 30,000 metering customers, 415 
energy management installations and 232 energy 
audits and also has earned the reputation of being an 
environmentally responsible company. 





The need for energy generation is increasing while the resources available are decreasing at a very 
rapid rate. To protect our planet for both ourselves and for future generations we need to cut 
emissions, and one way to do it is by saving energy. Industries can bring down emissions by becoming 
energy efficient. 


Conzerv's trademark, Way 2 Save™, is a revolutionary Energy 


4 Improvement Program that offers an online, offsite energy 
Way 2 Save) analysis consultancy. With its latest cutting edge innovations, 
you can expect energy conservation to a tune of 12 % reduction 


in idle running of machinery, 10% reduction in generator fuel 


Energy Improvement Program 
Sy np š cost and 2-3% reduction in electrical distribution loss. 


Conzerv has taken an 
initiative of playing a 
constructive role in 
environmental 
protection by taking up 
an active role in 
launching of the 
Alliance for an Energy 
Efficient Economy (AEEE). 


Alliance for an" 
Energy Efficient 
Economy 





AEEE is registered as a non-profit organization in India 
as a result of months of efforts by the core team 
consisting of Mrs. Hema Hattangady and 
Dr. Koshy Cherail from Conzerv. The main goal of AEEE is to play a constructive role in policy advocacy, 
research, and analysis. The Bureau of Energy Efficiency (BEE), the national energy conservation body 
in India, expressed its confidence in the alliance. AEEE plans to learn from and develop itself along 
the lines of ACEEE in the US and NASSCOM in India - both highly respected organizations in their 
spheres. 





www.conzerv.com 
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Smart Energy Management 


Conzerv is also affiliated with Efficiency Valuation Organisation (EVO) 


EVO's Vision is to evolve a global marketplace that correctly values the efficient use of natural resources 
and utilizes end-use efficiency options as a viable alternative to supply options. To further this Vision, EVO's 
Mission aims to develop and promote the use of standardized protocols, methods and tools to quantify and 
manage the performance risks and benefits associated with end-use energy efficiency, renewable energy, 
and water efficiency business transactions. 


Conzerv's CEO, Mrs. Hema Hattangady, has been nominated as a Director on the Board of EVO in July 2007. 
Conzerv will work with EVO in expanding its outreach and training activities in the Asian region and world- 
wide. 


Conserve My Campus" 

This unique initiative of Conzerv is a participative educational program for 
young conservationists to save energy and the environment. The vision of the 
initiative is to help school and college campuses save energy and the 
environment. The core value of this program is 

ILEAD: Integrity, Leadership, Esteem, Awareness and Doing together. 
Conzerv actively participates in numerous charities and schools including the 
missionaries of charity, an old age home, an orphanage and a school for the 
blind. 








Accolades 

= Among its commendations, the Harvard Business School is planning to 
include *Conzerv an Indian Success Story" as a case study to inspire 
future graduates. 


a “The Institution of Electronics and Telecommunication Engineers" awarded 
Conzerv the Corporate Award for Performance Excellence in Electronics 
Instruments and Instrumentation. 


=. m Thecompany also won the CII National Award for Excellence in Energy 
Management, 2008, under the category innovative products for cooLite™. 





Help Desk : 1800 425 0555 (all India from BSNL/MTNL lines) email: Contact@conzerv.com 
or SMS “Energy” to 99017 78080 


www.conzerv.com 


India's Current 
Energy Resources 


Coal 

In 2003-2004 (the latest statistics available) 
the production of coal in the country, by 
Coal India Limited alone, was 306.38 million 
tonnes. Statistics show that the largest supply 
of coal in India goes to the power industry, 
making coal the most important source of 
electricity generation in the country. In fact, 
about 75% of the coal in India is used by the 
power sector. 


Oil and Gas - 


The Ministry of Petroleum and Natural Gas 
is not only responsible for the exploration 
and production of oil and natural gas, but 
also for the conservation of the same. The 
total production of crude oil in 2007-08 in the 
country stood at 34.117 million tonnes, while 
the gross production of natural gas for the 
same period was 32.274 billion cubic metres. 


Electricity 


According to the Central Electricity Authority, 
the total installed power capacity in the 
country stood at 1,46,752.81 MW as on 


October 31, 2008. Of this 92,892.64 came from 
thermal fuels (coal, gas, and oil), 36,497.76 
from the hydro sector, 4,120 from nuclear 
energy sources, and the rest from renewable 
energy sources. 


Nuclear Energy 

As already mentioned above, the total nuclear 
power plant capacity of India is 4,120 MW. 
With the Indo-US nuclear deal coming 
through, as well as talks with other countries 
like Australia, France, and Russia, the nuclear 
power generation capacity of India is set to 
grow by leaps and bounds. 


Renewable Energy Sources 

Looking at the achievements of the Ministry 
of New and Renewable Energy in 2008-09 (up 
to September 30, 2009), it is seen that 50.8 
MW of grid-interactive renewable power was 
generated using biomass, 764.8 MWusingwind 
power, 40.15 MW using small hydro power, 
and 193 MW using cogeneration-bagasse. The 
cumulative achievements for solar power are 
2.12 MW till the same date.  ,A 





Energy Policy 


The main aim of India's energy policy is energy conservation, 
as Can be gauged by the Energy Conservation Act. 2001. The 
provisions of the act are being implemented by the Bureau 
of Energy Efficiency, and they require strict adhering to 
energy consumption norms by large energy consumers, new 
buildings to follow the Energy Conservation Building Code 
and appliances to meet energy performance standards and 


to display energy consumption labels 





A Big Leap In —— Bengal 


Ennore Coke Limited. a new entrant in the arena of metallurgical 


progressive step in the right direction in times of 
future prospects. 


By Swaati Chaudhury 


his is the saga of a Chennai-based group that 

has forayed into metallurgical coke and power 

generation during re-industrialisation of Bengal 
and is immune to the effects of a steep economic 
meltdown. It is undoubtedly Ennore Coke Limited. The 
company is widely reputed as the makers of high-quality 
metallurgical coke and power generated by utilising waste 
heat. A public limited company that figures in the Bombay 
Stock Exchange, the metallurgical coke producer has been 
promoted by the Shriram Group of Companies. It caters 
to a wide range of industries with its customised coke 
including foundry, blast furnace, Ferro alloy, soda ash and 
chemical industries. In contemporary days, coke finds its 
usage not only in steel industry, but 
also in castings and car battery. The 
organisation, today, has spread its 
presence virtually everywhere in the 
industrial scene. 

The metallurgical coke player 
has established its plant at Haldia 
with a production capacity of 
1,30,000 tonnes per annum and is 
expected to commence production 
shortly. The Haldia plant of the 
group has the capacity to double 
jts production within the shortest 
period. The company has also set up 
a power plant of 12 MW capacity in 
the vicinity. According to Ganesan 
Natarajan, Whole Time Director 
and Chief Executive Officer, Ennore 
Coke Limited, “Our metallurgical coke 
plant at Haldia has been designed to produce better 
coke even with inferior coal by using a stamp charging 
facility. Bengal offers a plethora of advantages to the 
manufacturers of metallurgical coke like availability of 
low-cost labour, power, sound infrastructure and logistics 
support. Haldia enjoys a sound geographic location. Our 
group has entered into an agreement with West Bengal 
Electricity Distribution Company for purchase of power.” 

Natarajan also avers that the dominant metallurgical 
coke player has signed a conversion agreement for 
2,00,000 tonnes per annum with Durgapur Projects 
Limited for two years. The coke producer has also 
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Ganesan Natarajan, Whole Time 
Director and Chief Executive Officer, about 47,000 per cent rise in sales 
Ennore Coke Limited 
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expanded its capacity by augmenting its capacity of met 
coke with another metallurgical coke plant at Cuttack, 
promoted by its sister group, Wellman Coke India 
Limited. The plant at Cuttack has a strategic location, lies 
on National Highway and is 90 km away from Paradip 
Port. With this the aggregate capacity of Ennore Coke 
Limited is around 4,10,000 tonnes per annum and 12 MW 
of power. 

The metallurgical coke plant at Haldia has an eco- 
friendly ambience and is in accordance with the norms 
of Clean Development Mechanism (CDM) under Kyoto 
Protocol. Ganesan Natarajan, who has been recently 
selected in the first et in Who’s Who Historical Society, a 
rare honour for CEOs in the corporate 
world says, “The eastern zone of 
India has only few manufacturers 
of metallurgical coke and we are 
among the few coke producing 
groups that have sustained at a high 
level. We are contemplating to export 
our metallurgical coke that is fast 
catching up in India. Our production 
has picked up at this juncture and the 
company has been growing rapidly 
since last February. We need to 
restructure our organisation and fit 
into the market demand. We aspire to 
emerge as the largest company of our 
group within a year.” 

The organisation has marked 


to Rs 14.21 crore in the September 
quarter of the current period as compared to Rs 0.03 
crore during the corresponding period last year. As 
far as the role of the organisation in restructuring the 
industrial scene of Bengal goes, Ganesan Natarajan 
quips, “Our organisation is coming up steadily. We have 
been performing our business successfully and this is 
indeed our contribution to the coke industry of Bengal. 
This forms a kind of motivation for other new players. 
We are providing job options at our Haldia plant. We 
have taken up a challenge in the metallurgical coke 
sector that is facilitating other investors to make inroads 
into the coke market." Ë 
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The New-age Mantra: 
Renewable Energy 








With passing time, it has become imperative to find ways to reduce dependence 
on fossil fuels, reduce carbon dioxide emissions and find ways and means to 


reduce global warming 


ith passing time, more 
and more people are 
becoming aware of non- 


conventional energy sources and 
vigorous efforts are being made 
to tap this sector, especially in 
India. When the Department of 
Non-conventional Energy Sources 
turned into a full-fledged ministry 
— the Ministry of Non-conventional 
Energy Sources — in 1992 (renamed 
Ministry of New and Renewable 
Energy recently), not only did the 
Government give newlightto efforts, 
but a lot of private companies, 
some already working in this sector, 
showed renewed vigour. 


With the largest programme 
for renewable energy in the world 
in place, and an abundance of 
renewable sources, like sunlight, 
wind power, and biomass, India is set 
to efficiently utilise these resources. 
Besides being pollution-free, the 
advantage of using non-conventional 
energy sources is that they are, in 
effect, inexhaustible. And for a world 
that is seeing the exhaustive use of 
fossil fuels, it is renewable energy 
sources that can offer some hope. 








An often overlooked 
by-product of agricultural 
activities — agricultural 
waste, is now proving to be 
an important energy source. 
This unique way of generating 
power is being used by 





Amruthakrishna Power 
Generation Limited 
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Using Agricultural Waste 
We all know that most of the 
population of India still depends 
on agriculture as a means of 
livelihood. An often overlooked by- 
product of agricultural activities — 
agricultural waste, is now proving to 
be an important energy source. This 
unique way of generating power 
is being used by Amruthakrishna 
Power Generation Limited. 
Amruthakrishna Power Genera- 
tion Limited, an ISO 9001:2000 cer- 
tified company, is part of the Dun & 
Bradstreet Global Database and has 
been assigned the D&B D-U-N-S@ 
Number 65-021-1738. Not only is 
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the company working at tapping this 
energy source, but at the same time is 
using a by-product, which if untreat- 
ed and not utilised becomes a threat 
to the environment. Amruthakrishna 
Power Generation Limited has pro- 
posed to set up power projects with 
an installed capacity of 43.5 MW in 
Karnataka, using gasification tech- 
nology, and a 30 MW power project 
in the state of Andhra Pradesh using 
municipal solid wastes. 

The projects will be set up in 
a phased manner, and formali- 
ties like of procurement of land, 
and obtaining approvals from the 
state and central governments 
have already been completed. 
The estimated costs of these 
projects is US$ 72 million, and 
Amruthakrishna Power Genera- 
tion has proposed to sell the pow- 
ertothestate gridsonce necessary 
approvals have been obtained. 


Services Provided 

Amruthakrishna Strategic Solutions 
Limited, the first ISO 9001:2000 
certified company in the consultancy 
sector from Andhra Pradesh plays a 
big role in AKG' business activities. 
The company is part of the Dun & 
Bradstreet Global Database and has 
been assigned the D&B D-U-N-S@ 
Number 91-862-9742. AKSSL provides 
concept-to-commissioning (C2C) 
services for business projects. While 
taking in consideration the diverse 
needs of their clients, conceiving ideas 
and converting them into concepts, 
and offering comprehensive project 
solutions, the group steps in for 
providing technical know-how and 
also takes care of import of plant and 


machinery. 
The core strengths of 
Amruthakrishna lie in front- 


end project execution right from 
preliminaries to detailed engineering 
activities like project engineering 
and, also, things like energy audits. 
The project and management 
services wing of the group is a one- 
of-a-kind C2C platform that focuses 
on providing optimum project 


execution solutions, strategising 
tie-ups and collaborations, amongst 
other things. The workforce of 
this wing has expertise in initial 
stages of feasibility through to final 
commissioning. 

Coming next to the finance 
and secretarial arm. This part of 
Amruthakrishna works in the areas 
of project finance, fund syndication, 
corporate financing “etc. Another 
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important division of the group is 
the marketing intelligence wing, 
which plays a crucial role in taking 
forward branding activities, and for- 
mulating marketing strategies. 

The IT division works towards 
meeting the manpower require- 
ments of its client companies. They 
excel in providing the right man for 
the right job. 

The one thing that probably dif- 
ferentiates this group from the several 
others working in the same space is its 
strong work ethics. Amruthakrishna 
takes pride in their ability to meet stiff 
deadlines without compromising on 


quality. 
Behind It All 


Behind the success of this large 
group is the focussed effort of Dr 
K.T.N. Murthy, a man with over two 
decades of experience in all aspects 
of major manufacturing operations. 
The world’s leading institution for 
finance and portfolio management, 
the American Academy of Financial 
Management, USA has appointed 
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from Her Excellency 


Dr Murthy as India Financial 
Executive — Hon Distinguished 
Global Advisor in their global 
board of academic advisors and 
professors after a portfolio review of 
credentials, doctorate degree, and 
vast management experience. Dr 
Murthy has been positioned in 23rd 
place out of 50 professionals chosen 
by AAFM worldwide. (Please visit 
the link to know more about him 

http://www.financialanalyst.org/ 


i lee board.html.) Dr Murthy currently 


serves as the Executive Chairman 
of Amruthakrishna Group of 


Companies. 
Dr Murthy is also associated 
with several organisations 


like the All India Management 
Association, World Energy Council 
Indian Member Committee, Indo- 
Canadian Business Council, Indo- 
American Chamber of Commerce 
etc in various capacities. He has 
also received recognition in the 
form of awards like the UWA 
Excellence Award 1998, Rajiv 
Gandhi Excellence Award 2002, 
Mother Theresa Excellence Award 
and many more. 

He was previously associated with 
a reputed industrial group based in 
south India with an annual turnover 
of about US$ 200 million for a period 
of 15 years. With Dr Murthy at the 
helm, Amruthakrishna is taking to 
greater avenues, newer vistas and 
brighter horizons 


The Vision For The Future 
The Amruthakrishna Group works 
with the vision of taking the country 
forward. Their uncompromising 
attitude towards quality and 
service, coupled with innovation, is 
reflected in their mission statement 
— “To offer high calibre products 
of the finest quality paired with an 
outstanding service and foremost 
efficiency through innovative, 
industrious and first-rate business 
operations, which in turn offer 
added value to the customer and 
eventually convert him into a 
lifetime customer.” W 
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Engraved art 


A trip to the 
Gwalior- 
Khajuraho- 
Orchha 
triumverate 
offers a 
blend of art 
and history 


By Noemie Bisserbe 


ARCHITECTURAL 
MARVEL: The Gwalior 
Fort (top) has striking 

Jain sculptures 


KATHLEEN MANSON 


LOST IN THE JUNGLES OF MADHYA PRADESH FOR 
centuries, the temples of Khajuraho collected 
dust, hidden behind dense creepers and vines. 
Built by the Chandela Rajputs — a Hindu 
dynasty that ruled parts of central India 
between the 10th and the 12th centuries — the 
temples survived the Muslim invasions, snugly 
covered by overgrowth. It was only in 1838 
that a British army captain rediscovered the 
village and its exotic temples. 

Alongside the Hindu deities are sexually 
explicit figures that shock modern sensibilities. 
As you walk through the 22 temples that stand 
today, you do wonder about the significance of 
the carvings. But despite neraly two centuries 
of soul-searching, the inspiration behind the 
erotic structures is not very clear. There are 
many theories. Some say the Rajput king, 
alarmed by his subjects’ hermitic lifestyle, built 
the temples to lure them to worldly desires. 
The guides at the complex, however, propound 
that the Chandelas were believers of occult 
tantrik philosophy, which holds that 
gratification of earthly desires takes you a step 
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closer to realising the infinite. Due to the 
sexual nature of the carvings, these have often 
been referred to as the Kamasutra temple, but 
they do not exactly illustrate the meticulous 
positions described by Vatsayan. 

After an enticing tour of the temples, that 
could leave you almost breathless, one can 
relax on the terrace of the nearby Raja’s Café 
to enjoy the view of the sculptures at sunset. 
There are many such dens to choose from. 
Foreign and domestic tourists flock to the 
restaurants that mainly serve continental 
food. Beyond the temples and the food, the 
small city of Khajuraho has little else to offer. 
So instead of spending the night there, you 
may want to head for Orchha, which is a 
two-hour-drive away. 

The small village of Orchha in the 
Tikamgarh district is a great place to halt for a 
night or two. Surrounded by 17th-century 
palaces and temples, the village stands atop a 
hill, with a breathtaking view of River Betwa 
and a deserted valley. The village is animated 
in the afternoon by the colourful spices and 
vegetable market, and the sounds of chanting 
from the temples. There are many hotel rooms 
facing the temples, for that ethereal view. The 
Laxmi Narayan temple, about 2 km outside 
Orchha, is worth a visit, if only for its beautiful 
wall paintings. 

The town closest to Orchha is Jhansi, about 
15 km away, from where you can take a train to 
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STORIES UNKNOWN: 
Exquisite wall paintings 
in Orchha (left) depicts 
the rich legacay of the 
age and Khajuraho’s 
(right and bottom) 
temple art mesmerises 
tourists 


Gwalior. The city is not really inviting — it is 
congested and polluted. There are few decent 
hotels, and the food is too spicy. But as you 
walk up the steep road that leads to the 
Gwalior fort, the fortress built by Raja Man 
Singh Tomar, you realise why providence has 
brought you here. There are striking rock-cut 
Jain sculptures here, sculpted almost into the 
mountain — the largest being about 17 metres 
high. The fortress, which overlooks the city, 
surrounds several palaces — most of them in 
ruins except for the main palace — gives the 
place an eerie sense of desolation. There are 
two temples in the vicinity, keeping up the 
tradition of intricate art of the area. 

Closer to the heart of the city is the Jai Vilas 
Palace, patterned on the Palais de Versailles in 
France that combines Tuscan, Italian and 
Corinthian styles of architecture. While the 
descendants of the Scindia dynasty — who 
have been in the forefront of Indian politics 
since the early 1960s — still occupy the palace, 
a few rooms have been converted into a 
museum. The Scindia Museum, named after 
the dynasty that ruled Gwalior till 
Independence, is known for its collection of 
miniature paintings and weapons. But after 
the entrancing art of Khajuraho and the 
colours of Orchha, the museum offers very 
little excitement. 
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The award winning show whose 
second season viewership was 
9 times* more than the first- is back. 


MAKE YOUR BRAND 
JOIN THE REVOLUTION. 


HERCJES 


SEASON 3 


Starts Dec 23rd 
Tue 10 pm 
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ELECTRONICS 


Bring on the thunder 


IT IS ALWAYS 
dangerous to name 
‘anything’ the fastest 
in technology. Still, 
Falcon Northwest’s 
new Mach V PC is so 
far ahead of the 
competition that it 
deserves a special 
mention. Falcon 
Northwest, an 
Oregon-based 
boutique gaming PC 
maker, has armed the 
Mach V with a 1 
terabyte hard drive, 
the new Intel Core i7 
processor, and 12 GB 
of RAM. It also 
features a blue-ray 
disc burner, 1 GB ATI 
Radeon video cards 
and an extra 80 GB 
solid-state hard drive 
(high-capacity 
memory sticks). 
These give gamers 
better in-game 
performance. 

In a recent PC 
applications test con- 
ducted by technology 


website CNET.com, 
the Mach V outper- 
formed four other 
high-end PCs inclu- 
ding an Alienware 
Area-51 and a Dell 
XPS in four of five 
categories such as 
Adobe photoshop 
processing and mul- 
timedia multi-task- 
ing. It lagged behind 
the Alienware PC by 


just 2 per cent in an 
iTunes encoding test. 


At $8,000, the 
Mach V is four times 
more expensive than 
home theatre 
systems. So it is wise 





THE CHAMP: Mach V 
PC has topped all 
gaming tests it has 
participated in 


to equip it with only 
the best accessories 
— a large-screen 
LCD monitor, force- 
feedback joysticks, 
gaming keyboards 
and mice and a 7.1 
channel surround 
sound system or 
noise-cancelling 
headphones. A 
custom paint-job on 
your Mach V will 
cost you an 
additional $500. 
Pierre Fitter 





Welcoming Christmas: rne penver city county building is 


illuminated to usher in the holiday season. 
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Winter art bonanza 





WINTER IS THE TIME 
when Delhi comes 
alive with festivals — 
both religious and 
cultural. On 1 Dece- 
mber, the second 
Delhi International 
Arts Festival 
kickstarted with a 
dance performance at 
Meghdoot theatre, 
Pragati Maidan. A 
multi-cultural 
extravanganza, the 
festival will be spread 
across more than 70 
venues, and will be 
on till 24 December. 
M Among a host of 
events, there will be 
Ustad Asad Ali 
Khan’s rudra veena 
recital, a carnatic vo- 
cal recital by the Hy- 
derabad-based Ra- 
ghavchary and Sesha- 
chary duo, a Japanese 
film festival and Dadi 
Pudumjee’s puppet 
show. A ghazal eve- 
ning at Siri Fort on 
13 December will see 
» performances by two 
Pakistani artistes 
Javed Bashir and 
Akbar Ali. 
If you are looking 
for some spooks — 
‘The Mystery in 


SOUL-STIRRING: The 
multicultural artfest 
offers a variety of treats 


Thrillers, a coming 
together of thriller 
writers in English as 
well as Hindi, at the 
India Habitat Centre, 
on 15 December may 
be the event for you. 
This year also 
happens to be the 
10th death 
anniversary of 
Mexican Nobel 
laureate Octavio Paz 
who had a deep 
connection with 
India. He was amba- 
ssador to India from 
1962 to 1968. It was 


in India that he wrote 


some of his most- 
read books and 
poems such as The 
Monkey Gramma- 
rian, East Slope and 
Blanco. To mark the 
anniversary, there 
will be two exhibiti- 
ons and an internati- 
onal seminar on his 
works. The festival 
has been put together 
by Pratibha Prahlad 
of Prassidha 
Foundation. 

Shalini S. Sharma 
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BON VIVANT 


Hang them for style 


AFTER DIAMONDS, THEY ARE THE MOST POPULAR 
fashion accessory for women. They define you, 
embellish you and make a statement for you. 
They suffer silently whatever heavy-weight atro- 
cities you subject them to. They are your 
handbags. A good bag could be your home away 
from home, your world which travels with you. 

If keeping up with the trend is your motto 
then gloss over the small and the dainty. The 
mantra today is — the bigger, the better. 
Totes are the flavour of the season as they 
can hold all your gadgets — mobiles, iPods, 
even laptops. For the dollar-dripping types 
there are Guccis with their signature Gs, 
Louis Vuitton with the LVs splashed all over, 
Burberry, Pradas, Fendi and Hermes. For 
those who don't have that kind of dough, 
there are bags from Aigner, Tod's, Da Milano, 
Big Buddha and our very own Hidesign. 

Some unique Indian bags include Tilonia 
bags from Rajasthan, which are fashioned 
out of camel leather, and have colourful, woollen 
embroidery on their lapels. Then, there are the 
Shantiniketan bags, named after the place near 
Kolkata where Rabindranath Tagore lived. They 
are made of soft, delicate leather and come in 
floral patterns and typical Indian motifs. These 
bags are cheaper and cost a couple of hundreds. 

Choose one depending on your pocket but 
remember that your handbag says a lot about 
your personality. So go for one that will tell the 
world whether you are the stylish diva, classy 
queen or corporate executive. 
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HEAVY 
LOADERS: Totes 
are in, dainty 
handbags are out 
as arm candies 
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BROWSING 
Munindra 
Kumar 


Bharatee 
MD, Serena 
Software 


| am currently reading 
Cold Steel by TIM 
BOUQUET AND BYRON 
OUSEY. | picked it up 
because | wanted to know 
more about Lakshmi 
Mittal, and how the multi- 
billion-dollar battle for a 
global steel empire was 
fought. The book gives an 
insight into the kind of 
determination, focus and 
passion that one must 
cultivate in order to 
reach one's strategic 
goals. The other books 
on my list are Running 
Around In Circles by 
Kunal Chaudhari and 
Competing With The Best 
by Rajnish Karki. 





- The Politics 


Of Nations 


by Vedagiri Shanmugasundaram 


WHAT NEXT? SURVIVING THE TWENTY-FIRST 
CENTURY; BY CHRIS PATTEN; ALLEN LANE/ 
PENGUIN; PAGES: 512; PRICE: Rs 795 


WITH THE SURVIVAL OF THE HUMAN RACE UNDER 
threat, Chris Patten has written a masterpiece 
that deftly exposes the futility of the rivalry of 
nations. With WHAT NEXT?, Patten has put to- 
gether a well-documented, factual and reflec- 
tive treatise on what nations could instead focus 
their energies on over the next few decades. 

The titles of each chapter are pithy, with few 
ornamental words. These are only just enough 
to encourage a casual browser at a bookstore to 
go ahead and buy the book, as Patten covers a 
wide range of timely and important topics. 

The first chapter is titled ‘Funny Old World’ 
— the same words that Margaret Thatcher used 
at her last cabinet meeting to describe her expe- 
rience as Britain's Prime Minister. Here, Patten 
attempts to satirise nation states. ‘Mushroom 
Clouds' is about nuclear weapons and nuclear 
proliferation. Patten notes how the US and 
some other countries attempted to block the re- 
election of Mohammed ElBaradei, director of 
the International Atomic Energy Agency, in 
2005, because he advocated a strict and firm in- 
spection schedule. Ironically, ElBaradei went 
on to win the Nobel Peace Prize the same year. 

‘Blood And Water’ laments water-sharing 
disputes (and invariably, conflicts) between re- 
gions and countries that share rivers. Here, 
Patten says that such water-related disputes 
have been an age-old problem for humanity, yet 
the United Nations has proved rather helpless 
at solving it so far. Perhaps Patten is at his ideal- 
istic best in Chapter 15, where he writes about 
a world without borders, a world invested in 
creativity, rationality and kindness. It is the 


CHRIS PATTEN is one of Britain’s most respected 
political figures. He was elected MP from Bath in 
1979, and held the seat until April 1992, when he 
was appointed governor of Hong Kong. After leaving 
that post, Patten has taken up political 
appointments across Europe. He is the Chancellor 
of Oxford and Newcastle universities, and a board 
member of numerous charities and NGOs. 


grandfather in him, as he has remarked, 
that hopes and wishes for a better place for 
coming generations. 

The 21st century will undoubtedly belong to 
countries that excel at creating a knowledge 
society; they must also have substantial global 
access to men and materials. In that sense, it is 
more than likely that India and China will lead 
this century thanks to international market ac- 
cess and large pools of young entrepreneurs. 
And while this shift is happening in the East, 
another shift has taken place in the US. What 
was once considered the White man's burden — 
solving the ills of the world — has now become 
a Black man's mission with Barack Obama's 
election as the US President last month 
(Patten, by the way, has unabashedly supported 
Obama's cause). 

These global shifts are clear. Bangalore for 
example, which Patten's hero Sir Winston 
Churchill once called a “third-rate watering 
place", has now become the symbol of India's IT 
might. And China too, with its similarly large 
domestic market and production base, is 
advancing frontiers of basic science and tech- 
nology. The rest ofthe world — largely ageing— 
now looks to these two countries with the 
largest pool of 18-45-year-old workers, for ` 
its goods and services. India and China's young 
scientists are now making their mark in areas 
such as biology, physics, chemistry and space — 
areas that have long been the preserve of the 
western world. 

Patten's considerable political experience, 
both domestic and international, spans 13 years 
as a British parliamentarian, and includes vari- 
ous public roles such as minister for overseas 
development, governor of Hong Kong, chair of 
the Patten Commission in Northern Ireland, 
European commissioner 
for external relations, 
and chancellor of Oxford 
and Newcastle universi- 
ties. He has also been 
part of the Tory Reforms 
group. So, like Adam 
Smith's Wealth of Na- 
tions, he has written a 
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book on the ‘politics of nations’. The insights are 
many, but unfortunately they are also fleeting 
and brief. Each deserves a separate treatise. 
What Patten does well is giving us an outline 
that we can all work with. 

Thankfully, Patten remains active in public 
life, and is unafraid to voice his opinions, espe- 
cially when critical of the government of the 
day. On 30 September this year, Britain’s 
Guardian newspaper reported how Patten 
refused to accept Prime Minister Gordon 
Brown's claim that Oxford and Cambridge 
should be made more accessible to disadvan- 
taged students. While 93 per cent of British stu- 
dents study at state schools, they form 54 per 
cent of Oxbridge applicants. Patten argues that 
lowering university standards to accept more 
state-school students is unacceptable, particu- 
larly since he sees this as a political agenda from 
the Labour party, rather than a genuine attempt 
at increasing diversity or fair representation at 
British universities. 


The author is professor of economics, 
University of Madras, and director of the 
Institute For Advanced Studies And 
Research, Chennai 


ee In 
Afghanistan 


THE WASTED VIGIL 
BY NADEEM ASLAM; FABER; 
PAGES: 384; PRICE: Rs 599 





“WHAT IS MORE IMPORTANT TO 
the history of the world: the 
Taliban or the collapse of the Soviet empire? A 
few agitated Muslims or the liberation of 
Central Europe and the end of the Cold War?” 
This was the response Zbigniew Brzezinski, 
President Jimmy Carter’s National Security 
Chief, when he was asked in 1995 whether he 
regretted “having given arms and ammunition 
to future terrorists”. 

Today’s war-ravaged Afghanistan was once a 
peaceful region. The only remnants of that lost 
era are the figures of Buddha, carved painstak- 
ingly into the mountains by devout monks. The 
past 25 years have seen the country turned into a 
war zone. THE WASTED VIGIL captures these 
wars through the protagonists — victims of the 
age they lived in. First, there is the huge Buddha 
head which keeps a vigil on the changing times 
from its vantage position in a courtyard. There is 
the Russian woman in search of her missing 





brother — a Soviet soldier. An Englishman who 
lost his Afghan wife and daughter to the Taliban, 
yet stayed on to look for the grandson he has 
never met. There are US agents on a mission, 
but who get emotionally involved with the local 
people. Then there's Casa, the young radicalised 
man intent on his path. Whether he likes it or 
not, he does not know of a life other than the one 
he has been indoctrinated into, despite its inhu- 
man conditions and inevitability. 

This is not about Afghans, but about the peo- 
ple trapped within Afghanistan — by their long- 
ings and heartaches. Even after decades of terror 
and destruction, hope never dies though it may 
only be just another wasted vigil. 

Jyoti Thapa Mani 


SELECTION 2 
| Its A Mad 
Ad World 


IN HIS WITTY DEBUT NOVEL, 
Vinay Kanchan — an ad man 
himself — has humourously 
depicted life in an advertising 
agency. Written as a script 
that unfolds, THE MADNESS 
STARTS AT NINE (Sulekha Book Series) takes 
the reader into the heart of the madness itself. 

Each chapter is a new day at the agency. You 
go in and out of meetings and discussions, and 
you understand the intricacies of relationships, 
replete with their hierarchical tangles. It looks 
at the politics and drama that result from the 
kind of pressures that every ad agency faces, 
and how that frustration then percolates from 
one level to the next. 

Kanchan convinces you that ad agencies 
are a quirky world full of inscrutable clients, 
unrealistic deadlines and unpredictable bursts 
of energy. 

The book also shows us the lighter side of 
life through the prism of office outings and 
parties. By adding characters such as Chai-La, 
the book makes the whole journey hilarious and 
enjoyable. Sometimes funny, sometimes sarcas- 
tic, this book is a must read for those who 
want to also have a hearty laugh, and for 
those who are thinking about a stint in the ad- 
vertising business. 

A part of Sulekha.com’s Blogprint initiative, 
this book is among the first ones published by 
the website. With no intention of earning rev- 
enues from the book, Sulekha.com hopes this 
will help at brand-building, and give bloggers 
an opportunity to reach out to a wider audience. 


Janhavi Abhyankar 
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ALERT 


THE TALES OF 
BEEDLE THE 
BARD 

BY J.K. ROWLING 
CHILDREN’S HIGH 
LEVEL GROUP 

The Tales of Beedle the 
Bard is not a Harry Potter 
story. J.K. Rowling let the 
boy wizard rest with 
Harry Potter and the 
Deathly Hallows last July. 
But clearly, she herself 
had a hard time letting 
him go. Fans of the series 
will remember that Tales 
Of Beedle The Bard was 
a wizarding fairy tale 
book that Professor 
Dumbledore gifted to 
Hermione Granger in 
Deathly Hallows. 

Rowling decided that a 
real-life version would be 
a nice addition to the 
bookshelves of Potter 
fans. Select Amazon.com 
subscribers could also try 
for the limited-edition 
reproduction of a hand- 
written and hand-drawn 
copy that Rowling gifted 
to seven of her close 
friends last year. 
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Sebi's recent 
moves to help 
out mutual fund 
managers are 
against the 
interest of 
investors, and 
are apt to 
destroy their 
trust in both 


CLOSE-ENDED MUTUAL FUNDS CANNOT IN THEORY 
be cashed before maturity. In practice, fund 
managers have been letting investors realise 
their investments prematurely. It is not out of 
any idealism or goodness of heart; the fund 
managers have been buying back at a generous 
discount, and been making a tidy profit. But as 
the economic crisis has deepened, so 
has the number of investors cashing 
out their investments. The market 
for government and corporate debt, 
in which debt funds invest, is narrow 
and illiquid, and they have often 
found it difficult to find buyers for 
the debt they have to sell in order to 
be able to pay off investors. The Re- 
serve Bank of India (RBI) had to 
bale out such funds for a while by au- 
thorising banks to lend up to Rs 
20,000 crore to them. 

Now the Securities and Exchange 
Board of India has come to the res- 
cue of mutual fund managers. It has 
decreed that if a debt fund is close- 
ended, the mutual funds must not 
repay its investors prematurely. An 
obvious reason for this new regula- 
tion is to save debt funds from running into liq- 
uidity problems. There may, however, be an- 
other reason for it as well. If close-ended 
mutual funds allowed premature encashment, 
they would also have to carry larger cash bal- 
ances. To this extent, the return on their invest- 
ments would be lower. Their portfolio would 
also not conform to their stated objectives — 
although most state their objectives in such 
vague and unspecific terms that they would 
have no difficulties on this account. 

Sebi does see the inconvenience of a close- 
ended fund being entirely illiquid; so it has also 
decreed that all such funds should be traded in 
the market. Instead of recourse to the mutual 
fund manager, an investor who wants his 
money back would have recourse to the market. 

This proposal has two drawbacks. The num- 
ber of mutual funds has proliferated; there will 
be little liquidity in many of them if they are 
traded. Some will not be traded at all. And the 
prices of those that are will fluctuate with liq- 
uidity; there may be times when they will trade 
at enormous discounts. If, at such times, their 
managers buy them in the market, they will 
make handsome profits — bigger than the prof- 


SATHEESH NAIR 


its they make by allowing premature cashouts. 
So they will have a vested interest in illiquidity. 
What the fund managers gain, investors will 
lose. It is ironic that Sebi, which was created to 
protect the investor, should have chosen to 
harm his interests. 

Another little publicised aspect on which 
Sebi has been negligent of investor interests 
concerns the speed of redemption. Till the cur- 
rent depression began, mutual funds sent out 
redemption cheques within two days — excep- 
tionally, in three days. Now, some are known to 
have taken as much as nine days, and there has 
been not a murmur from Sebi. Maybe a day will 


come when mutual funds simply throw away re- ` 


demption requests; a day will follow when mu- 
tual funds schemes are created to collect money 
and never pay it back. Many financial frauds are 
perfectly respectable businesses until the day 
the borrower defaults; if Sebi is not careful, it is 
in danger of being the patron of such frauds. It 
would rue the day when investors lose their 
trust in it; for trust, once lost, is never regained. 

But before investors lose trust in Sebi, they 
will lose trust in mutual funds. Mutual funds' 
assets under management have fallen by over 
20 per cent since the crisis started. Most of the 
fall has been in equity funds. What is worrying, 
however, is that two-thirds of the fall in assets 
under management in November was in debt 
funds and fixed maturity plans. It is this precip- 
itate fall that has led Sebi to take unconsidered 
action. But disinvestment from debt funds does 
not denote a loss of confidence in debt; where it 
is not simply a desire to replenish liquidity, it 
denotes falling confidence in debt fund man- 
agers. Quite gratuitously, Sebi has chosen to 
share in that loss of confidence. That is a pity. 

Even Sebi's fall from grace could be tolerated 
if the market gave investors an alternative. But 
RBI does not let retail investors invest directly 
in government securities; and corporates place 
their debt with big investors and intermediaries 
through private investment channels. So the 
only option left to investors who want a fixed 
return is to put their money in deposits or 
schemes of banks. RBI is perfectly happy at this 
outcome, for the only interest it promotes is 
that of banks. Sebi might have been expected to 
be more disinterested; but it is more interested 
in the welfare of incompetent fund managers. 
So there is no one to whom the investor can turn 
for protection. 
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(That's 12 Trillion Dollars`) 


» 1/5 of the worlds GDP this 
year will be spent on projects. 
including your next one. 
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Business Dilemma #2 


When we faced this challenge, ee 


Star India looked to Microsoft SAVIN 
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$56 MILLION 


and audio conferencing, we now Siete A 

have rich collaborative discussions aad ries 
without necessarily being there. Coding 2007 
Net Result: Productivity Up, 


Telephony costs Down! 
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visit www.controlcosts.com or CONTROL 
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When there is no option for others to win, 
you know you have made it. Seen here 


Karan Johar in the company of Timond. 
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Ahmedabad: The Golden Time (079) 26442802 Bangalore: C.Krishniah Chetty & Sons (Commercial Street) (080) 25588731 Rodeo Drive (Richmond Road) [08( 
22271977 Baroda: C.H.Jewellers (Alkapuri) (0265) 3983500 Chennai: GRT, New Showroom (Coats Road, N.Usman Road) (044) 23461515 Vummidi Bangaru Jewi llet 
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23299509 Kanpur: Kays Jewels (Birhana Road) (0512) 2362599 L.Kashinath Seth Jewellers (P) Ltd. (Swaroop Nagar) (0512) 2552625 Kolkata: Ram's Watches (Met 

Shopping Center) (033) 22888882 Lucknow: B.K. Saraf Jewellers (Gole Market) (0522) 3254849 Jugal Kishor Jewellers (Huzrat Ganj) (0522) 2621834 Mumbai: Aren 
Jewellers (Breach Candy) (022) 23681122 Arena Jewellers (Ghatkopar) (022) 25120202 Pallazzio (Prabhadevi) (022) 40703060 Kamdar & Kamdar (Dadar) (022 
24136032 Maru's Time (Vashi) (022) 27896251 Mangalore: Kyra (0824) 4252239 New Delhi: Samay Watches (Rajouri Graden) (011) 65462067 Nagpur: Das 
Jewellers (Shankar Nagar) (0712) 2248444 Pune: CT Pundole & Sons (M.G. Road) (020) 26343685/87 Surat: Overseas Watch (Ghod Dod Road) (0261) 2231560 | 


* For further details please call +91 22 2494 1555 or mail at info@timond.com www.timond.co 
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bang For 
The Buck 


VALUE-FOR-MONEY IS 
the new mantra of 
the reeling global 
economy. The blow- 
back from the ex- 
cesses of the good ol’ 
Alan Greenspan days 
of ever-expanding 
liquidity is pushing 
companies towards 
squeezing the most 
out of assets, mate- 
rial and human. So 
there is a new kind of 
hero in India Inc. — not the CEO 
who earns the most or delivers the 
highest returns, but the CEO who 
delivers the best performance in 
relation to what he or she is paid. 
Who are these new stars? No one 
ever bothered to find out before, so 
BW constructed a unique method- 
ology to do this. Of course, no me- 
thodology can encompass all the 
factors behind pay or performance, 
or claim to be the best way to assess 
a CEO’s performance. The appro- 
ach we have taken is merely one 
way, even if a rather unique way, of 
looking at the men and women who 
run India's public corporations. 
The resultant recognition, we 
hope, will help sensitise company 
boards and CEOs as to the need to 
more vigorously align pay and per- 
formance. Indian businesses are 
burdened with inflated manpower 
costs because the talent crunch 
that accompanied the economic 
prosperity of the pre-subprime cri- 





sis era bloated titles 
and salaries. Com- 
pensation packages 
for senior executives 
increased substan- 
tially more sharply 
than those for middle 
level managers and 
workers. Many com- 
panies failed to even 
conduct perform- 
ance evaluations and 
salary reviews in 
their struggle to at- 
tract and retain staff. Mediocrity 
rose to the highest echelons of 
companies, and mediocrity's eco- 
nomic name is death. 

To survive today's harsh eco- 
nomic realities, company boards 
must cut managerial flab, just as 
they slashed manufacturing ineffi- 
ciencies in the late 1990s. One 
hopes India Inc.’s overly benign 
board members can take on senior 
managers and CEOs. One also 
hopes the fear of firing people does 
not stay their hand. Sure, the 
process of sacking and demoting 
managers, and rationalising 
salaries, will be painful. 

But it will be fundamentally fair 
— to shareholders and managers. 
For too long, the recognition and 
remuneration due to the real per- 
formers in companies were diluted 
by the massive hikes in both 
handed out to all and sundry. It is 
time the real performers get the 
applause — and the pay hikes. 


Bh et 


jehangir s. pocha, editor 
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Realty Needs Monitoring 

The RBI is acting to help the ailing real estate 
sector, but are the developers doing enough to 
get out of the mess? (‘India New Deal’, BW, 22 
December 2008). Aren't they too rigid to let go 
some portion of their wide margins? Banks 
should negotiate with developers to rationalise 
prices before lowering interest rates to create 
demand. Financing inflated properties is risky 
for banks as they might turn into bad loans if 
property prices were to fall sharply. The whole 
credit crisis in the US has its genesis in the real 
estate sector. Many analysts are predicting a 
sharp fall in property prices across the country. 
A big correction in realty prices will cause the 
non-performing assets (NPAs) of the banks to 
rise. The government is doing the right thing 
by injecting money into the economy but it also 
needs to monitor real estate prices to bring 
back sanity in the sector. 


Anil Kumar, Chennai 
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Unknown Achievers 


Your story is a testimony to the fact that India has a strong 
educational system capable of producing world-class 
engineers and scientists ("The Real Nation Builders’, BW, 22 
December 2008). Bright graduates — regardless of which 
institute they studied in — are taking the country to the 
next level of modernisation. But merely appreciating their 
achievements is not enough. The education scenario in the 
country is far from adequate. The government must give 
more resources and attention to these so-called tier-II 
educational institutes, which are consistently producing 
such graduates. The country needs infrastructure such as 
roads, housing and transportation, and that will be realised 
by graduates from less-known institutes rather than IIT 
graduates, who fly off to the US as soon as they pass out. 


Archana Singh, on email 


Prompt Action Required 
The public outcry — after the Mumbai 
terrorist attacks — against unaccountability 
of politicians and public officials is more an 
expression of frustration than anger 
(Operation Change, BW, 15 December 
2008). As suggested by various official 
committees, the government needs to 
implement the long-pending judicial 
reforms, police reforms and administrative 
reforms. Convictions for the 1993 Mumbai 
blasts took 13 years to materialise. The 
judicial system of the country needs to be 
more vibrant to deliver fast judgements and 
clear the backlog of prolonged cases. A 
multi-pronged strategy is the need of the 
hour to save the democracy and faith of the 
people. The sooner it happens the better. 
B.L. Tekriwal, on email 


Corrigendum 

In 'Survival Of The Fittest' ( BW, 22 December 
2008), it was stated that the Outlook Group 
of media properties was up for sale. The 
company has denied this, and the error is 
regretted. 


In 'Operation Change (BW, 15 December 
2008), Kerala Chief Minister V.S. 
Achuthanandan was wrongly described as 
belonging to CPI. He is, in fact, a member of 
CPI(M). The error is regretted. 








Letters may have been edited for brevity. 
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ECONOMY 


End 


Signals of a 
worsening 
economic 

slowdown are 
staring India 
in the face 


SHOCKING REALITY: 
For the first time in 15 
years, India witnessed 
an industrial slowdown 





YEAR 2008 TURNED 
out to be worse for 
the Indian economy 
than expected. A few 
days after unveiling 
the economic stimu- 
lus package, the dep- 
uty chairman of the 
Planning Commiss- 
ion, Montek Singh 
Ahluwalia, admitted 
to BW that the sops 
for the domestic ex- 
port sector were only 
a lifeline. This is a far 
cry from the projec- 
ted 30 per cent gro- 
wth for the current fi- 
nancial year. 

The noises from the 
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government and the 
numbers continue to 
warn of a worsening 
situation. India saw 
industrial production 
actually falling for the 
first time in 15 years. 
The index for indus- 
trial production (IIP) 
saw negative growth 
of 0.4 per cent in Oct- 
ober, mainly on acco- 
unt of (-)1.2 per cent 


dip in manufacturing. 


The slowdown is 
starting to tell on the 
governments finan- 
ces as well. Growth of 
indirect tax collec- 
tions in November 





has dropped to 8.3 
per cent compared to 
November last year. 
And not many ana- 
lysts are willing to bet 
on the timing of the 
revival. With the 
World Bank recently 
terming the global fi- 
nancial crisis as the 
worst since the 1930s, 
and pegging the glo- 
bal growth rate for 
2009 at 0.9 per cent, 
the wait could be lon- 
ger than expected. 
Wall Street trader 
Bernard Madoff’s py- 
ramid investment 
fraud that came to 


BUSINESSWORLD 


GOUTAM ROY 


light last week, added 
to the gloom. His 
$50-billion fraud 
dwarfs Charles Ponzi 
— the man who duped 
investors of $15 mil- 
lion in the 1920s. With 
banks such as HSBC 
admitting to exposure 
in Madoff's scheme, 
there are bound to be 
ripple effects. 

Here, Winston Ch- 
urchill's words seem 
worth quoting: “Is it 
the beginning ofthe 
end or just the end of — 
the beginning?" 

Kandula 
Subramaniam 


trillion. The value lost by US home owners in 2008, according to real estate portal Zillow.com 


"We have agreed that the (Iraqi) mission 


will end no later than 31 May next year. 





PHARMACEUTICALS 


Trial N Error 


Sun Pharma 
is daring to 
go to places 
where others 
have failed to 
make a mark 


EYE ON FUTURE: 

Sun Pharma has 
already begun 
developing products for 
the European market 


P BUSY BOND SALES 


BLOOMBERG 


EVEN THOUGH DOMES- 
tic pharma majors 
such as Dr. Reddys 
Laboratories (DRL) 
have burnt their fin- 
gers in the European 
market, other Indian 
companies continue 
to try their luck in the 
world’s second-largest 
drug market. 

Sun Pharmaceuti- 
cal Industries, which 


Companies in Europe sold €32.4 billion 
($43 billion) of bonds this month. It is 


has for long shied 
away from Europe, 
even as its rivals were 
aggressively bidding 
for assets there, is now 
planning to finally 
start operations in 
western Europe. 
“Currently, we have 
begun developing and 
registering products 
for the European mar- 
kets, some of which 
we will market on our 
own, writes Dilip 
Shanghvi, Suns chair- 
man and managing 
director, in an email 





EMPLOYMENT 


response to BW. 

As pricing pressure 
and competition in 
the US generic market 
increased, Indian drug 
makers viewed Eur- 
ope as a counter-wei- 
ght to the high-risk, 
high-reward US mar- 
ket. However, Europ- 
ean markets have not 


lived up to expectati- Final assault 
ons, and Indian firms In a first, the 
are still struggling to United Nations 
keep their heads above Security Council 
water. DRLS acquisit- has passed a res- 
ion of German drug olution authoris- 
maker betapharm in ing land opera- 
2005 went horribly tions against 
wrong after drug pri- pirates in Somali 
ces in Germany cras- waters. The reso- 
hed by 40 per cent. lution gives coun- 
However, Europe tries that are 
represents a consider- already battling 
able market that can- pirates off 


not be completely ig- 
nored. Sun can also 
learn from the mis- 





Somalia a one- 
year mandate to 
act against the 


takes of others before brigands inside 
venturing in. the country. 
Noemie Bisserbe 


-— — —— € ÀÀ PN — Á— Amnis on 


the busiest December ever even as 


Value of bonds sold by 
European companies in December 





borrowing costs soared to an all-time high. 


Bloomberg 


JOBS TO KEEP FOREVER 


OFFICERS OF THE INDIAN ADMINISTRA- 
tive Service (IAS) may finally be 
assessed on their performance — 
but after 20 years of service. 

The Administrative Reforms Com- 


mission (ARC) in its latest report - 


says an IAS officer could be gi- 
ven the boot after two decades if 
found incompetent. That is a life- 
time of job security, given that in 
the private sector, one can lose 
one's job without a day's notice. 
The report seems to have mis- 
sed the forest for the trees. If the 
IAS has to be reformed, the focus 
should be on attracting the best 


29 DECEMBER 2008 1 3 BUSINESSWORLD 


talent and devising a system of 
incentives to retain good officers. 
Also, the black sheep need to be 
weeded out earlier. 

“Maharashtra, Gujarat and 
Andhra Pradesh have lost a lot of 
civil servants in the past few 
years,” says Bhushan Gagrani, 
spokesperson for the Maharashtra 
government. He says most IAS 
officers are heading for private 
infrastructure projects. 

The ARC seems to think that 
those who join stay forever. The 
reality, though, is different. 

Muthukumar K. 
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GUBA 
MAKES IT 


On 16 December, 
Cuba was formally 
accepted as a 
member of the 

Rio Group of Latin 
American nations. 
In the picture, 
Cuban President 
Raul Castro (top 
right) is flanked by 
Brazilian President 
Luiz Inacio Lula 
da Silva (back to 
camera), Bolivia’s 
Evo Morales (sitting) 
and Venezuelan 
President Hugo 
Chavez. 
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Green Pastures 


Despite 
recession, 
companies 
pour money 
into film- 
making 





IS THE FILM INDUSTRY 
insulated from the im- 
pact of the slowdown? 
The rapid diversifica- 
tion by Indian corpo- 
rates into movie ma- 
king seems to suggest 
that. After the Tatas, 
Anil Ambani and the 
Singhanias, the Mahi- 
ndra Group is inves- 


ting about Rs 400 
crore to produce me- 
dium-budget films 
and IDBI wants to 
fund blockbusters. 
Mahindra's produc- 
tion house, Mumbai 
Mantra, which funded 
Sorry Bhai, is raising 
money from private 
equity players for pro- 
ducing films and 
television content. 
IDBI, sitting pretty 
after Dostana's su- 
ccess, has hiked its 
film budget to over 
Rs 1,000 crore from 
Rs 100 crore in 2005. 
According to IDBI 
Executive Director 
S. Ananthakrishnan, 
the business has con- 
sistently recorded a 
15-20 per cent growth 
for the past few years, 
and hence it deserves 
a larger allocation. 
Sreevalsan Menon 





GLOBAL ECONOMY 





The power of zero 


IN ONE SWIPE, THE US FEDERAL RESERVE 
Chairman Ben Bernanke has slashed the 
key overnight lending rate to a record low 
of zero to 0.25 per cent from 1 per cent. 
This unprecedented move is aimed at sal- 
vaging the US economy from sinking. The 
move came on the day the US announced 
a 1.9-per cent drop in the consumer price 
index for November, the sharpest decline 
since 1947. This is the 10th time the US 
Fed has cut rates in the past 15 months. 


Astronomers at the Max Planck Institute for Extraterrestrial Physics in Germany have 
discovered a giant black hole 27,000 light years away from the Earth. 
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TRIBHUWAN SHARMA 


that no banker has clients in other sec- 
gone on record to say X tors at rates higher 
-how banks will bear than before. And 

the financial burden firms borrowing at 
_ of the package. The such high cost during 
. danger is that banks ^ an economic down- 

| _ — to counter the loss turn may have no 

. on cheap housing choice but to default. 
` loans — will lend to Raghu Mohan 


favourite in both these cities. 
For business enquiry, SMS MYFMSALES to 54567 or email at myfmsales@myfmindia.net 


www.myfmindia.com f Source: Market survey conducted by Hansa Research Group on listenership pattern of 
| male/female (18 34 years), September 2008. 


Punjab: Amritsar, Jallandhar Haryana: Chandigarh Gujarat: Anmedabad, Surat Rajasthan: Jaipur, Jodhpur, Udaipur, Kota, Ajmer Madhya Pradesh: Bhopal, Indore, Gwalior, Jabalpur 


Chhattisaarh: Raipur. Bilasour Maharashtra: Naapur 


TOP FIRMS IN SUSTAINABLE DEVELOPMENT 


Tata Group 


Infosys 

ITC 

Wipro 

Suzlon Energy 
Airtel 

Honda 

ONGC 

10 IL&FS/Satyam 


Source: BT Sustainable Development Index 
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Reliance Industries 


17 CITIES 





BLOOMBERG 


anc etto The week's strategic moves and the movers who made the 


Infy's pharma gain 
Infosys Technologies 
has bagged a contract 
from UK drug maker 
AstraZeneca to de- 
liver application 
maintenance services 
to the drug firm's 
global operations in 
manufacturing, 
supply chain, finance 
and human resources. 
The deal is notable as 
it comes at a time 
when India's outsou- 


rcing companies are 
struggling to cope 
with the global 
meltdown. 





Diluting equity 

UTI Asset Managem- 
ent Co. is planning to 
sell a 26 per cent sta- 
ke. In July, the comp- 
any put off plans for a 
$480-million initial 
public offer due to fal- 
ling stockmarkets. It 
had aimed to sell a 49 
per cent stake through 
the sale by its found- 
ers and a fresh issue of 
shares. State-run 
State Bank of India, 
Punjab National 
Bank, Bank of Baroda 
and Life Insurance 
Corporation of India 
own 25 per cent each 
in the asset mana- 
gement company. 


Spreading presence 
Amas Bank, the tran- 
snational bank of the 
Hinduja Group, has 
picked up a 40 per 
cent stake in Chen- 
nai-based broking 
firm Patco Investm- 


REUTERS 


ents and Consultancy 
Services, one of 
India’s oldest stock- 
broking firms. This is 
part of the Swiss 
banks strategy to ex- 
pand its presence in 
the Indian capital 
markets. “This invest- 
ment is part of our 
renewed India focus 
and reinforces the 
strategy to advise 
corporations and 
investors between 
Europe and India,” 
said Ivan Schouker, 
CEO of Amas Bank. 


BW-THOMSON REUTERS M&A DEAL TRACKER - 


December rie Asian M&A market saw 7,630 deals worth — — ? 


$293.61 billion as on 15 December 2008. Cli duel we de Mi 


tariat in tha regione saa ss ji 






Digital Outsourcing 
Indo Tech Transformers 
Global Hi-Tech Industries 


Devine Impex 


Steel Complex 
Usha International 
KIC Metaliks 


Vanasthali Textiles Industries 


Lifestyle Fabrics 


Patco Investments 


Top Indian deals 





(SM) 

India Tulsi R. Tanti India 20.50 

| India | Prolec GE Internacional | Mexico 17.40 
India | Geneva Acquisition Corp. US 3.80 
“India Undisclosed investor “India 2.00 
India | Steel Authority of India India 1.70 

| India | Greenfields Commercial India 1.00 
| tndia Karni Syntex ‘India 1.10 
“India Undisclosed investor “India 0.50 
| India | Strategybot Finance | india 0.20 
| India | Amas Bank | | NA 


Figures for 1-13 December 2008 


Switzerland 


NATION DEALSIZE . 









Winds of change 
Wind energy major 
Suzlon Energy has 
agreed with Portu- 
gal's Martifer Group 
to revise the payment 
schedule to increase 
its stake in German 
wind energy firm 
REPower Systems to 
91 per cent. As per 
the new schedule, 
Suzlon will make the 
total payment of 
$369 million in three 
tranches — $89 
million this month, 
$41 million in April 


TRIBHUWAN SHARMA 





2009 and $239 
million in May 2009. 


Pepsi expands 
contract farming 
Food and beverage 
major Pepsico India is 
planning to increase 
its sourcing of raw 
materials from con- 
tract farming. This is 
part of the company’s 
$500-million invest- 
ment plan in India 
over the next three 
years. The company’s 
foods business unit, 
Frito-Lay, procures 
50 per cent of pota- 


Top Asian markets 
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with its expansion 


toes, required for ma- 
plans including the 


king chips and strips, 


tre, which currently 
has a 100-seat capa- 


man and managing 





cut production by 


director of DHFL. 30 per cent in Dece- 
mber. “We will review 
Heading north the market scenario 


Kerala-based South 
Indian Bank is 
opening 40 new 
branches across India 


over the next year. Nakagawa, managing 

This is part of the director of Toyota š 

bank's strategy to Kirloskar Motor. = B 

expand its footprint However, the com- š - SES IR. 
in north India. pany is going ahead zm 


NL 


= 






Morgan Stanley 
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India financial advisory rankings 


during the month; 
accordingly we will 
decide for the next 
months,” says Hiroshi 


Religare Enterprises 


Goldman Sachs 
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Deal value in $billion 
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from contract far- launch of the CNG city, is scalable up to 
7 ming in eight states version of Innova in 300. The new facility 
across the country. January 2009. is modelled on the 
lines of Wipro’s 
Selling to raise Remote operation GSMC in Mysore. 
Mumbai's Dewan Š Wipro Infotech has 2 
Housing Finance š opened a new appli- Taking one step Š 
(DHFL) is selling 15 š cation support centre ata time z 
per cent equity to 8 in Hyderabad for UK-based Standard š 
raise Rs 200 crore by delivering a new Chartered Bank has 
the end of this finan- Playing it by theear service called increased its stakein per cent stake. With 
cial year. “We are ex- Faced with a consi- FAST-R (Flexible Standard Chartered- this, StanChart's total 
ploring all options, derable dip in pass- Application Support STÇCI Capital Markets holding in the Indian 
including a rights enger car sales, — Remotely) to (formerly UTI Secu- securities firm has 
issue, says Kapil Wa- Toyota Kirloskar Wipro'scustomersin rities) by picking up become 74.90 per 
dhawan, vice-chair- Motor has decided to India. The new cen- an additional 25.90 cent. "This is a refle- 


ction of our long- 
term commitment to 
the Indian market 
despite the current 
economic slowdown,” 
says Neeraj Swaroop, 
regional CEO of 
StanChart. The Bri- 
tish bank also plans 
to increase its stake 
in the Indian comp- 
- any to 100 per cent in 
Wis. sri tei MN | stages by 2010. 








Top Asian deals 
! iu NATION DEAL SIZE 


l No. of deals 
me 0 4 8 12 16 20 B (SM) 
P. - Merrill Lynch. PowerSeraya Singapore YTL Power International ^ Malaysia 2,356.64 
) . Petron Corp. Philippines San Miguel Corp. Philippines 669.62 
z Deutsche Bank Ertan Hydropower Dvip Co. China ^ — Sichuan Chuantou Energy China 364.61 
D Co. 
d PetroProd Singapore DNO ASA Norway 335.78 
Zhejiang Xinhu Venture China Xinhu Zhonghao Co. China 333.72 
bagi GST Holdings Hong Kong United Tech Far East Hong Kong — 298.1 
| Agni Inc. Singapore NeteLusion Singapore 264.24 
No. of deals — Nanjing International China ADF Phoenix IV Singapore 23647 
Te E 
| H Deal value Ningxia Young Light Power China GD Power Development Co. China 185.06 
6 JP Morgan Peace Base Investments Singapore Undisclosed investor Hong Kong 165.06 


Figures for 1-13 December 2008 
Figures are based on ultimate parentage, meaning that an M&A deal carried out by a unit abroad will still be 


counted as that of the home country, provided the overseas unit is majority owned by the parent. Deal value 


is the total value of the consideration paid hy the acquirer, excluding fees and expenses but in 

liabilities assumed. If the acquirer is buying 100 per cent of a non-financial company from a curre 
percentage of less than 50 per cent, deal value is calculated by subtracting the value of any liabilities 
assumed by the acquirer and adding the target's net debt. US dollar equivalents are computed using the 
exchange rate at the time of the deal's announced date. League tables are credited proportionately among 


x financial advisors involved in a deal whether the firm participated as target or acquirer financial advisor. 


Log on to www.businessworld.in for the complete list 
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Should the government bail out companies 
if they go bankrupt? | 


We asked... Abhay Kanoria, CMD, Anglo-French Drugs & Industries; Amit Azad, director, Azad Financial Services; 
Ankur Bhatia, executive director, Bird Group; Amitabh Saher, executive director, National Centre for Advocacy Studies; D.G. 
Shah, secretary-general, Indian Pharmaceutical Alliance; Joel Perlman, president & co-founder, Copal Partners; Manoj Agarwal, 
MD, Adhunik Metaliks; Martial Rolland, chairman and MD, Nestle India; Punish Sharma, GM, RODAS; Samar Gupta, MD, 
Trikaya Agriculture; Sanjay Bhatia, MD, Rexam HTW (Hindustan Tin Works); Vivek Jindal, executive director, Minda Industries. 
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> Bailouts could happen in the — ^ ^ No. But in certain sectors it may ~~ The government should step in 
interest of the larger good, but they be necessary to do so because the if the sick companies have the poten- 
should not be unconditional. 4® ^ consequences could be dramatic. ^ * tial to undermine the economy. ® @ 


Amitabh Saher, executive director, Martial Rolland, chairman and MD, Vivek Jindal, executive director, 
National Centre for Advocacy Studies Nestle India Minda Industries 


RE 


YES BEGAUSE: Bankruptcy of some companies could lead to destabilisation of the 
economy or the financial system. However, care should be taken to avoid an impression that the 
government coffers are available for all and sundry to exploit. Institutions that are vital to the country’s 
economic growth must be preserved. The companies should get financial help if they have suffered 
O due to sudden changes in market conditions such as high interest rates or slowdown in demand. 
17 / O Fall of big companies could severely dent investors' confidence in the market, which could have a 
negative effect on the economy in the long run. The bailouts should be made to help the demand 
increase instead of helping in preserving the supply. E 





SASS MES ETA 


i 


NO BEGAUSE: Bailouts are not long-term solutions. It only rewards financial misdemeanour. 
Companies are here to make profits and losses. They do not give their profits to the public at large, so 
why should they expect the public to fund their excesses? A bailout is like rewarding the people who 
have misused the system, and there is also the risk that in future other companies would tend to be 
careless in the belief that the government is there to bail them out if things go wrong. There should be 
no bailout unless the company is driven to bankruptcy by sudden reversal of known government policy, 
which it can directly link to the cause of its bankruptcy. Bailing out companies is not an ideal free 
market solution. Sick companies should be allowed to fail. 


MAYBE BEGAUSE: Governments should intervene in commercial affairs of companies 


only in extreme conditions. In certain sectors, the consequences may be too dramatic if the company is _ 
allowed to go down. The government needs to consider the question from the labourers' perspective also 

— thousands lose their jobs when a company goes down. Bailouts could happen in the interests of the 
larger good, but they should not be unconditional. Everything is interlinked in an economy. Businesses 
work in collaboration with each other. If one big institution goes down, a lot of other small companies 

also lose business. Taking a precedent from the US, the Indian government should buy stakes in the 
beleaguered companies, rather than just give them funds to recover. 
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The safety of a Fixed Deposit and 
the growth potential of a Mutual Fund 
in one unbelievable investment. 


| 


Jy 





Presenting Citibank Protect & Grow Deposit - It's not just a new investment | 
option, it's a whole new way of investing. 


With Citibank Protect & Grow Deposit, you can be assured about the safety of 
your principal, while giving you the opportunity to earn potentially higher 
returns on the interest earned. Enjoy an attractive interest rate on your deposit 
and enjoy the benefits of investing the interest earned in Mutual Funds of your 
choice. 





* Book a deposit of minimum Rs. 15 lakhs for at least 1 year | 

* Enjoy attractive interest returns of 11.25% p.a.* on a deposit | 

* Choose the percentage of interest to be invested in any Mutual Fund scheme, | 
with a minimum of Rs. 5000 in any one scheme | 

* Auto-renewal facility is also available with your choice of funds 

* Invest the quarterly interest you earn from your Fixed Deposit in 
up to 4 open ended Mutual Funds" distributed by the Bank 





For further details, SMS 'GROWTH' to 52484 or contact your Citibank Relationship 
Manager or visit www.citibank.com/india | 


v. | 


Safety of Safety and potential for 
a Fixed Deposit. higher returns on your investment. | 


Citi never sleeps 


citibank | 


| 








@ 2008 Citigroup Inc. Citi and Arc Design is a registered service mark of Citigroup Inc. Citi and Citi never sleeps are service marks of Citigroup Inc. Terms and Conditions 
Apply. Please refer to application form or visit www.citibank.co.in for complete set of terms and conditions.Investment products are not bank deposits or obligations of or 
guaranteed by Citibank, N.A., Citigroup, Inc or any of its affiliates or subsidiaries, are not insured by any governmental agency and are subject to investment risks, including 
the possible loss of the principal amount invested. Past performance is not indicative of future results; prices can go up or down. Investors investing in funds denominated 
in non-local currency should be aware of the risk of exchange rate fluctuations that may cause a loss of principal. This document does not constitute the distribution of any 
information or the making of any offer or solicitation by anyone in any jurisdiction in which such distribution or offer is not authorized or to any person to whom it is 
unlawful to distribute such a document or make such an offer or solicitation. Investment products are not available to US persons and may not be available in all jurisdic- 
tions. Mutual Funds are subject to market risk. Please read the offer document carefully before investing. *Interest earned quarterly on the Fixed Deposit can be invested 
in up to 4 open ended Mutual Funds distributed by the Bank. *AII interest rates mentioned are per annum.The 11.2596 rate is for deposit amounts>Rs.15 lakhs to Rs.2 crore 
for tenors from 365-400 days.Interest rates are subject to change without any prior notice. Account opening and Loan Facility are subject to Citibank Account terms and 
conditions & applicable RBI guidelines. Please refer to www.citibank.com/india for detailed terms and conditions. Publicis Ambience/Banking/08-12-0136 


Liquidity 
Mismatch 


by ashok v. desai 


I WAS IN ARGENTINA IN 1989, WHEN THE COUN- 
try was running inflation of a few hundred 
per cent. A common sight was of people with 
a fistful of currency rushing to the nearest 
shop, before the value of their money went 
down. The government could not survive on 
taxes, for by the time the revenue came to the 
treasury to spend, it would be worthless. So 
the only viable business for the government 
was to print currency. It was a booming busi- 
ness, for the people needed more and more 
currency every day. 

‘Normal’ countries are not in such dire 





banks. It takes deposits from banks, and 
gives them loans when they run short. 

This central banking business is necessary 
because bank loans are illiquid; banks can- 
not call them back when they want. But sup- 
pose they could sell them; suppose there was 
a-market for bank loans. Then surely they 
would need to keep no cash. Whenever nec- 
essary, they would just go and sell their loans 
in the market and get cash. 

Now, there are ‘financial assets’ for which 
there is a market. Suppose a bank invested 
deposits only in such liquid assets; then 
surely it would need no cash. If it does, it is 
called a mutual fund. Since mutual funds 
keep less cash, they must be more profitable 
than banks. That must make banks jealous. 
They would either oppose the setting up of 
mutual funds — Indian banks were initially 
quite hostile to them — or they would want 
to keep that business to themselves. 

But if the mutual fund business is more 
profitable, why do banks not convert them- 


straits. Money loses value in India at 5-10 per India is nota selves into mutual funds? It could be be- 
cent a year; it is low enough for people to country of cause the loans they have given out are not 
avoid keeping it. They keep some in their - marketable. They lend to all kinds of un- 
pockets; they lend the rest. They would lend superwise, known businessmen whom no one would 
te aon Pi ta Vine sama superh gens p easy solution to that problem 
it. That is what banks do. regulators. It Banks should bundle together loans and sell 

But no one would borrow from the banks isa country them as packets. They could either bundle 
ifthey told him that he had to give the money à loans with different risks together, for de- 
back whenever they asked for it. No one can of voiceless, faults are usually uncorrelated and bundling 
use the money productively unless he can powerless by itself reduces risks. Or they could make 


use it for a certain period. So banks’ loans are 
inherently illiquid. Banks bank on the fact 
that only a small proportion of the money 
they have borrowed from depositors will be | 
demanded on any day. So they keep some of the cash de- 
posited with them and lend out the rest. Lending is a prof- 
itable business; a bank would love to lend all the money it re- 
ceives. But if it did that, it would default as soon as a 
depositor came in and asked for his money. So it keeps as 
much money as would avert default. 

How much of its assets should it keep in cash? That de- 
pends on what proportion of it may be cashed by depositors 
before others come with cash to deposit; usually, one or two 
per cent is enough. But there will be times when depositors 
withdraw more than usual cash. At that point, it would be 
nice if the bank could turn to a lender of last resort. No one 
can make a profitable business out of hoarding cash for the 
day a bank might get into trouble. It can be done only by a 
Samaritan, or someone who can manufacture cash. That is 
the government. Nowadays, all governments run a side busi- 
ness called central bank. This central bank is a bank of 


taxpayers 


bundles of loans with different risk levels 
and sell them. This is securitization. Securi- 
tization bridges the gulf between banks and 
mutual funds; it creates a new, hybrid insti- 
tution which gives loans and then bundles and sells them off. 
And since such hybridization occurs in historical time, what 
happens is that a whole variety of hybrid institutions flower. 
Or at least they would if the regulatory institutions allowed 
them. India's risk-averse, multiple regulators did not allow 
them, so India has only banks and mutual funds; hybrids, if 
they exist, survive in the undergrowth. In the US, where 
everything is allowed unless there is a sound reason against 
it, there was an efflorescence of hybrids. 

But they failed and had to be rescued, did they not? Are 
our cautious regulators not wiser? No; our banks and mu- 
tual funds keep failing, and the government keeps giving 
away taxpayers' money to them. It can happen only in a 
country where the taxpayer is voiceless and powerless. 


The author is Consultant Editor of Businessworld. 
ashok.desai@gmail.com 
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By bright ideas. 


Innovation from Bosch: Bright ideas are an everyday event at Bosch. 
On an average, Bosch registers 14 patents each working day. A 
_ Staggering achievement made possible because Bosch invests more 
than 7.5% of its sales in research and development each year. Every 
technical innovation that comes from Bosch touches our lives and is 
truly "Invented for Life". www.boschindia.com 


For information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 


Invented for life 








A Design 
To Quit? 


by Dhanya Krishnakumar & Venkatesh G. 


Was the 
Maytas bid 
a step 
towards 
exiting 
Satyam? 


“UNETHICAL”, "HEDONISTIC", “RIOTOUS” ARE JUST 


SOME of the terms being used to describe the sca- 
ndalous proposal by Hyderabad-based Satyam 


Computer Services to buy companies owned by 


the promoter Raju family — Maytas Properties 
and Maytas Infrastructure — for $1.60 billion. 
The acquisition would have exhausted Satyam’s 
$1.2-billion cash pile and plunged it into debt to 


the tune of $400 million to bail out the promoter 


family and the debt-ridden Maytas companies 
badly hurt by the realty meltdown. 


An unprecedented shareholders’ revolt — that 


crashed Satyam's American depositary receipts 
by 55 per cent on 16 December on New York 


Stock Exchange and plunged the stock 27 per 


cent to Rs 165.50 in mid-session the next day on 
the Bombay Stock Exchange — forced the Rajus 


RED-FACED: 
Ramalinga Raju’s plan 
to acquire debt-ridden 

Maytas has backfired 


to beat a hasty retreat. Satyam 
has already been slapped with 
suits for forgery, fraud and 
breach of contract such as the 
one by UK-based mobile pay- 
ments specialist Upaid. But 
amidst several questions of eth- 
ics and corporate governance lies 
an exclamation about the long- 
term intent of Rajus to stay in 
the information technology busi- 
ness. “This will bring lots of dou- 
bts in customers’ minds about 
the management's motives and 
commitment to the IT business,” 
says Pari Natarajan, CEO of IT 
consulting firm Zinnov. 

Over the years, the Rajus have 
halved their stake in flagship Sat- 
yam Computers from a high of 
17.35 per cent in 2004 to 8.50 per 
cent. Top executives, including 
Director Vinod Dham and CFO 
S. Vadlamani, sold Satyam 
shares in bulk just two months 
ago. For two years now, Rajus 
are believed to have engaged po- 
tential buyers, including IBM, 
going as far as a due diligence. It 
is conjectured that had it not 
been for disagreements over the price, Satyam 
may have had a new promoter by now. 

Persistent rumours forced Satyam Chairman 
and Founder B. Ramalinga Raju to issue a 
statement in early 2007: *There were rumours 
that Satyam was in dialogue with a large global 
SI (systems integrator) for being acquired. We 
had denied having considered such an option 
directly or indirectly ever in the past. Subse- 
quently, there was speculation on the part of 
some analysts about shareholder value on ac- 
count of acquisition of the company. We would 
like to take this opportunity to put to rest any 
such speculation.” 

But the Maytas — which is S-a-t-y-a-m 
spelled backwards — proposal has given rise to 
fresh speculation that the promoters have 
already decided to cash out of Satyam. The 
Rajus’ attempt to transfer funds to themselves 
by draining out the publicly listed Satyam 
Computer Services through the Maytas compa- 
nies — the Rajus and their associates own 35 


SANJAY SAKARIA 


per cent of Maytas Properties and 36 percentof  , 


Maytas Infrastructure — is being seen as a step 
towards an eventual exit. "An eventual sellout of 
the promoters cannot be ruled out; says 
Khozema Anajwalla, partner of accounting, tax 
and audit firm Inde Global. 

Rajus elder son Teja Raju is the vice-chairman 


29 DECEMBER 2008 22 BUSINESSWORLD 





years | Standard ee 
Lio Sieh Chartered ug 


~A 
+? TN 
t E 


PRESERVING NATURE WHILE PROFITING INDUSTRIES 





STRIKING THE RIGHT BALANCE FOR OVER 150 YEARS 
PERSONAL BANKING | SME | PRIVATE BANKING | WHOLESALE BANKING | WWW.STANDARDCHARTERED.CO.IN 








s VADE 


LESSEN 


of Maytas Infra while the younger son Rama B. 
Raju Jr is the vice-chairman of Maytas Proper- 
ties. “This was not merely buying of some 
stakes; it is clearly about not adhering to corpo- 
rate governance standards since this could wipe 
out cash from Satyam’s balance sheet in favour 
of the promoters.” Agrees Gaurav Dua, head of 
research, Sharekhan: “There is no clarity on the 
financial of Maytas Properties and its sub- 
sidiary companies. Nor did the promoters clar- 
ify the basis of its valuations.” 

Ramalinga Raju termed the Maytas acquisi- 
tion proposal a ‘diversification strategy’. “The 
two acquisitions pave the way for accelerated 
growth in additional geographies and market 
segments. This would de-risk the core busi- 
ness,” he said in an official statement announc- 
ing the proposal. 

But few bought that argument and the gene- 
ral perception that a sell-out is on the cards stays 
firm. “Common sense would say that they will 
wait a while before wanting to go for a stake 
sale” says Nishant Verma, vice-president of 
Tholons Capital, a Bangalore-based investme- 
nts and M&A advisory firm. 


Fallout Blues 

After investors received the bolt from the blue 
in the wee hours of 16 December, their confi- 
dence in Satyam dipped to a new low. “I am not 
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very sure if the Satyam market cap will ever 
bounce back as the investors might not have the 
same level of confidence in the management 
team,” says Zinnov’s Natarajan. The Rajus are in 
a damage-control mode. Ramalinga Raju and 
Satyam did not respond to a questionnaire sent 
by BW. But while announcing the withdrawal of 
the Maytas proposal, Raju said, “We have been 
surprised by the market reaction to this deci- 
sion even though we were quite positive about 
the merits of the acquisition. However, in defer- 
ence to the views expressed by many investors, 
we have decided to call off these acquisitions.” 

But, despite proposing a share buyback, the 
Raju family has surely not heard the end of the 
matter yet. While the ministry of corporate af- 
fairs is investigating the issue, minority in- 
vestors have indicated they will get together to 
sue the company and its promoters for causing 
loss of value of their shareholding, breach of 
trust and mismanagement. 

“A breach of trust has occurred with signifi- 
cant consequences still to follow,’ says Peter 
Schumacher, CEO of Value Consulting, an out- 
sourcing advisory firm. This comes as quite a 
shocker, especially after Satyam won the 
Golden Peacock Global Award for Excellence in 
Corporate Governance for the second time in 
2008 after bagging it in 2002. Also, Investor 
Relations Global Rankings (IRGR) rated 
Satyam as the company with best corporate 
governance practices for 2006 and 2007. 

But large investors such as Fidelity Manage- 
ment and Research Co., Aberdeen Asset Man- 
agers, ICICI Pru Life and Birla Sun Life are still 
smarting. Some have hinted they are not averse 
to selling their stake if somebody mounts a hos- 
tile takeover for the company. Institutional in- 
vestors own a whopping 62 per cent in Satyam 
(foreign institutional investors 47 per cent; do- 
mestic institutions 15 per cent). The company — 
listed in the US as well as in India — has about 
10.41 per cent public holding. “We plan to meet 
the management and might consider legal ac- 
tion and will initiate damage control for our in- 
vestors, says a senior official from a private in- 
surance company who holds in excess of Rs 50 
crore in the stock and does not wish to be named. 

Besides grappling with the Maytas fallout, 
the Rajus will have to contend with queries 
from clients during contract renegotiations and 
vendor-selection processes. The most difficult 
question to answer will be whether they would 
continue to own and run the company. Not to 
mention dispelling the doubts of the 53,000 
employees of Satyam, who are bound to feel 
insecure following the development. 
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Dont Buy 


Can retail 
chains 
effectively 
become 
FMCG 
companies? 


NEW IDEAS: Future 
Group is developing its 
private labels with its 
own logistics firm 


IW TETTE retail 


Make, 


by Vishal Krishna 


RETAILERS OF INDIA, UNITE! THAT IS KISHORE 
Biyani's clarion call as he takes on the fast mov- 
ing consumer goods (FMCG) companies — 
mostly multinationals — in the price war that 
has been brewing between retailers and con- 
sumer companies. The proximate cause: kirana 
or street-corner stores, which are the critical el- 
ement in FMCG companies’ distribution, get 
better discounts per unit of sales than retail out- 
lets such as Biyani's Big Bazaar. 

Biyani is asking retailers to build their own 
brands — private labels — and own distribution 
network. He is doing so himself: private labels, 
Biyani says, would become his core business and 
that he would use his logistics firm, Future Logis- 
tics, to take on the FMCG companies. 

Marketing and distribution costs for the 
volume-driven business of consumer products 
are typically very high. FMCG companies’ dis- 
tribution reduces margins on a product because 
of how it is structured: from manufacturer to dis- 
tributor to wholesaler, and finally to the store. So 
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Big Bazaar, instead of selling Pepsi’s Frito Lays 
and Cadbury’s, chose to market its own label. 

Pinakiranjan Mishra, partner (retail & consu- 
mer product service) at Ernst & Young in Mum- 
bai, says that low store sales may be forcing retai- 
lers to bank on private labels to improve margins. 
Besides, private labels do not incur any signifi- 
cant marketing costs, unlike products made by 
FMCG companies. “But this only makes sense in 
the long run, when more people will take to using 
retail stores for àll purchases,” says Mishra. 

The FMCG business is about $15 billion or 
Rs 75,000 crore annually, according to consult- 
ing firm PricewaterhouseCoopers. Coinciden- 
tally, the total revenues of organised retail in 
their entirety are roughly the same amount. 
About 90 per cent FMCG sales are routed 
through the kirana stores. The retail chains 
account for about $1.5 billion or Rs 7,500 crore. 

The battle has the makings of a classic David 
versus Goliath saga, but global FMCG brands 
have become brands largely through an enor- 
mous amount of investment and spending on 
marketing, advertising and distribution. Do In- 
dian retailers have the stomach for a stand-off 
with the FMCG companies in what may be a 
pronounced economic downturn that will affect 
consumption hugely and, therefore, the retailers 
themselves? 

Biyani works with over 120 vendors for his 
private label business and caters to a variety of 
household goods. “We also have over 4 million 
sq. ft of logistics space to support our private la- 
bel business,” he told BW last month during the 
unveiling of ‘Future Brands’, the 
collection of private labels of the 
Future Group. 

But not everyone is convinced 
of the idea of setting up a supply 
chain. “FMCG companies have 
manufacturing units in every 
state, geographical spread and 
reach,” says Andrew Levermore, 
CEO of HyperCity Retail in Mum- 
bai. Perhaps Biyani's private label 
threat is something that the 
FMCG industry will take note of. 
But for now, they have little to 
lose. Harsh Mariwala, chairman 
of Marico Industries, says, "We 
will continue to invest in our dis- 
tribution network and will work 
with dealers to penetrate India." 

Can the splash that Biyani 
made with his call be the first step 
on the way to making 'Future 
Brands' an FMCG company? 
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Choking On 
Red Tape 


by M. Rajendran 


VSNL’s 
surplus 
land could 
fetch the 
government 
a tidy sum 


WILL THE VALUE BE 
UNLOCKED? VSNL's 
property at Greater 
Kailash in New Delhi 


WHETHER DRIVEN BY ABUNDANT CAUTION OR 
wilful sloth, the UPA government appears relu- 
ctant to bring revenues into its coffers from the 
telecom sector. Against the backdrop of the 
Oppositionsraging chorus of ‘scam’, bureaucrats 
are shifting files from one table to another on 
773.13 acres of land spread across five locations: 
Dighi (Pune), Halishahar (Kolkata), Chhattar- 
pur (New Delhi), Greater Kailash (New Delhi) 
and Pandinallur (Chennai), which have lain fal- 
low somewhere between the government and 
the Tata Group for more than three years now. 

When the Tata Group acquired a 25 per cent 
stake in VSNL (now Tata Communications) in 
2001, this land bank was not a part of the disin- 
vestment process. But in 2005, when Tatas in- 
creased its stake to 51 per cent through the open 
market, it made the company stakeholders in 
the surplus land. The government still owns 53 
per cent of this land even though its stake in 
VSNL stands reduced to 26 per cent. The rest of 
the shareholding is with the public. 

Industry estimates put the value of VSNL's 
land at between Rs 8,000 crore and Rs 10,000 
crore, if treated as commercial property. “It is 
land assigned for telecom use and it has to be 
converted into commercial land,” says a real 
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estate developer in New Delhi. “It takes years to 
do that even if we grease the palms of officials.” 
However, this is not the right time to sell, says a 
senior official with Department of Telecommuni- 
cations (DoT). Ravi Visvesvaraya Prasad of RVP 
Associates, an independent telecom analyst 
based in New Delhi, agrees: “The government is 
justified in not selling this land under current 
market conditions, but they should have done it 
18 months back, or even earlier, to get the best 
value.” At that point, the value of the land would 
have been around Rs 15,000-18,000 crore. 

In 2005, following an approval by the Cabi- 
net Committee on Economic Affairs to demerge 
VSNLs surplus land and hive it off as a separate 
company, Hemisphere Properties India (HPIL) 
was set up. But Tatas have been asked by the 
revenue department to pay income tax and ca- 
pital gains tax if they sold this land, which they 
have refused to pay. “They are legally in the 
right corner as per the shareholders’ agree- 
ment,’ says the DoT official. It is a bureaucratic 
muddle with no end in sight. Tata Communica- 
tions’ spokesperson Ravindran Subramanian 
declined to comment on this issue. 

The UPA recently came under attack for los- 
ing revenues of more than Rs 10,000 crore in 
2G spectrum allocation to new players. Also, 
the government refuses to unbundle state- 
owned Bharat Sanchar Nigam (BSNL), which 
could easily raise more than Rs 8,000 crore for 
the exchequer by selling 10 per cent equity. 
However, to garner suitors, “The government 
has to offload a minimum 25 per cent stake in 
BSNL to get real value,” says Prasad. 

Revenues for a resource-strapped nation lie 
just beyond the red tape. 
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Despite 
global 
financial 
turmoil, the 
euro has 
held firm 


IN A FREE FALL: The 
pound has been depre- 
ciating at an alarming 
pace against the euro 
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BUREAU DE CHANGE 


Gaining 


Currency 


by Noemie Bisserbe 


THE ONE ADVANTAGE OF THE TUMBLE OF THE 
sterling pound is that it makes price compari- 
son easy. One pound now equals one euro, well, 
almost. On 17 December, the euro hit an all- 
time high of 92.01 pence, as weak economic 
data and dovish central bank minutes fed argu- 
ments for further aggressive rate cuts. Going by 
the new currency exchange rates, the British 
economy is now smaller than that of France, 
and just about bigger than Italy's. 

France and the European Union may well 
gloat over the UK’s misfortune with the pound. 
Speculations are now ripe that the UK, which 
had long declined Europe’s offers to adopt the 
euro currency, may finally give in to Europe’s 
demands. William Hill, one of the UK’s largest 
bookmakers, opened a book on the pound being 
abolished by 2014. In the midst of one of the 
worst-ever global financial crises, the euro has 
remained strong, while the UK and the US are 
witnessing a severe currency crisis. 

“The euro has been a huge stability anchor in 
the crisis for EU member states” wrote 
Edouard Bourcieu, directorate general trade of 
the European Commission, in an email 
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response to BW. "The international monetary 
system has proved to be strong. There has been 
no monetary crisis so far, while the 1929 crisis 
became really serious when the gold exchange 
standard exploded. This owes a lot to the euro, 
and this will have to be shown once the dust 
settles. And this owes a lot to the management 
of the euro by the European Central Bank 
(ECB), too” According to ECB, the pound ster- 
ling fell by over 25 per cent against the euro over 
the past year. The dollar, which had appreciated 
between July and October this year, has fallen 
by over 8 per cent against the euro over the past 
two months. 

"This may be an opportune time for the euro 
to emerge as a reserve currency, says Rajiv 
Kumar, director and chief executive of the 
Indian Council for Research on International 
Economic Relations or Icrier, a New Delhi- 
based think tank on economic policy. *The 
weakening of the dollar could be the beginning 
of a trend.” 

Others are prompt to point out that the 
appreciation of the euro is less a case of increa- 
sing confidence in the currency, and more of the 
pound and dollar falling due to monetary 
policies. “ECB is operating well behind the 
curve in tackling the sharp deterioration in 
European fundamentals,” writes chief eco- 
nomist Abheek Barua in a recent HDFC 
Bank report. While the US Federal Reserve 
slashed its key interest rate to between zero and 
0.25 per cent on 17 December, in the UK 
interest rates are expected to fall to a low of 
0.5 per cent in the second quarter of 2009. 
“Leading indicators show that both the periph- 
ery and core areas of the euro-area could be set 
for the worst-ever recession 
since the inception of the 
European monetary union,” 
adds Barua. “Our sense is that 
the FX (foreign exchange) 
markets have not totally priced 
in all the risks that confront 
the euro-area.” 

For now, ECB is keeping its 
cards close to its chest and still 
showing some reluctance to cut 
interest rates further. Since 
October, the bank has cut rates 
by a total of 175 basis points to 
2.5 per cent. However, econo- 
mists feel another reduction in 
January is possible. 

“And that could finally lead 
to a depreciation of the euro, 
too, says Kumar. 
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Bound Together 





Wheels Of 
Recession 


by nayan chanda 


WHAT IS GOOD FOR GENERAL MOTORS, IN THE 
immortal words of its president in 1953, is 
good for the United States. As the battle to 
save GM, Ford and Chrysler was fought out on 
Capitol Hill last week, Charles Wilson’s words 
have acquired a new significance. Not only 
millions of auto workers in the US, but mil- 
lions others abroad in related industries kept 
an anxious eye on the outcome of the battle to 
bail out US auto giants. Outsourcing and off- 
shore production have changed the ecosystem 
of auto production so dramatically that the 
fate of millions of jobs all over the world 
hinges on a decision in Washington. 

It is ironic that in 1908 it was the entrepre- 
neuria] and engineering genius of Henry Ford 


b 
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The collapse 
of the US 





Although the foreign subsidiaries of US au- 
tomobile companies are in better shape than 
home operations, a collapse in the US would 
endanger them as well. GM owns Vauxhall in 
the UK, while Ford owns Sweden’s Volvo. 
Given the close linkages between the US 
parts suppliers and their UK and European 
subsidiaries, the jobs of tens of thousands of 
workers worldwide would be at risk if the US 
operations went under. European govern- 
ments are now being pressed for some $50 
billion in loans by a group of car manufactur- 
ers including GM and Ford. Tata, which re- 
cently became the owner of Jaguar and Land 
Rover, is a relatively new entrant in the Euro- 
pean car market, but it is also lobbying for 
millions of pounds in loan guarantees. 
Canada, which is effectively part of the US 
automobile market, is in similar immediate 
danger, as a collapse in Michigan could 
threaten 30,000 auto workers and millions 
of others on the northern side of the border. 
The crisis in the US automobile industry has 
already claimed a victim in China, with 
Chrysler cancelling its joint venture with 
Chery, a local producer of small vehicles. 


that ushered in a new industrial revolution auto giants Even India, which re-emerged as a manu- 
with his assembly line production of Model-T, will lead to a facturing exporter barely a decade ago, is 
introducing ‘Ford-ism’ into the vocabulary of à now intimately integrated with the global 
managers. It was the then chairman of GM, tsunami auto industry. In 2007, India exported auto 
Roger Smith, who introduced the practice of . ctin components worth $3.6 billion, almost one- 
an lean outside suppliers in order to lower pa S far third of which was destined for US manufac- 
his companys labour costs, and predicted in corners of turers. Despite this seemingly small propor- 
+: shaban S obs cg theworld — avi auto production that a US col 
mobile industry. And indeed it has. ‘Made in economy lapse would produce is likely to deal a blow 


America’ cars now contain more than half the 

parts made outside the US — from Mexico, 

China, South Korea, Canada and, more recently, India. While 
the outsourcing model has increased efficiency and lowered 
costs, the US's overseas competitors have overtaken them in 
design, innovation and profitability. While foreign car makers 
based in the US have captured much of the domestic market, 
the country’s home-grown giants have been reduced to beg- 
ging for taxpayers’ funds. 

Were it a different type of industry with less importance to 
the global economy, the Big Three would have been shown the 
door and instructed to restructure and revitalise themselves 
under the protection of Chapter 11 bankruptcy proceedings. 
But even the companies’ staunchest critics, who would have 
recommended the tried and tested capitalist medicine of ‘cre- 
ative destruction’, are now hesitant to push them over the cliff. 
While the Big Three employ nearly 400,000 people world- 
wide, the livelihoods of some 10 million people in the US alone 
may be directly or indirectly linked to the auto industry. 


to India’s growth, not just to the auto parts 
industry but in IT services as well. 
Worldwide concern over the fate of the US auto makers is 
rooted in the vast and complex ecosystem of supply chain that 
now feeds the industry. The Big Three not only touch almost 
every sector of the economy — from metallurgy to chemicals, 
from leather to electronics, and from sales to advertising — 
they are intimately connected to the finance and banking in- 
dustry. Hundreds of thousands of car dealership have been 
critically interdependent on the mortgage industry. Given the 
industry's thickly interwoven nature, the collapse of the Big 
Three would be nothing short of an economic tsunami, with 
its impact reaching far corners of the world economy. 
Thanks to the globalisation of the auto industry, what is 
bad for GM, Ford or Chrsyler is now bad for the world. 








The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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Mud. foreword 





m N a falling stockmarket where ordi- 
| a nary shareholders have seen the value 

~ oftheir wealth and savings plummet, 
_ preventing further erosion in the value - 
— 4 oftheir portfolios becomes the number 

~_ one priority. Though the fall in the 
— markets has been attributed to 
changed global circumstances, investors are 
now beginning to wonder if companies' man- 
agements — in other words, their chief execu- 
tives — have done what it takes to deserve their 
not inconsiderable pay packets. 

It is against this background that BW under- 
took its survey of the Most ‘Value’able CEOs: 
simply put, which CEO delivered the biggest 
bang for the buck? The survey threw up a num- 
ber of interesting points: for one, promoter 
CEOs made several times the money that pro- 
fessional CEOs made as compensation. That 
could be explained by the fact that the vast ma- 

jority of Indian companies ` 


uest to are promoter-led. 


For another, CEOs of sev- 


he CEOs eral public sector compa- 


nies — such as banks, for 


' example — were underpaid 

el ivered compared to their private 
sector brethren. But blame 

ost bang this on the government 
salary structure. A third 


e buck finding is that compensa- 


tion for professional CEOs 
Su D falls into a narrower band 

or range than it does for 
a few promoter-CEOs. 
“ What is the best way of 
ises assessing CEO compensa- 

tion in our situation? Given 

both data and disclosure limitations, itis notan " 
easy task. "It is part of India Inc.s corporate 
legacy that CEO compensation is about person- 
alised contracts,” says Marcel Parker, chairman 
ofthe board at Ikya Human Capital Solutions, a 
consulting firm based in Mumbai. "Very 
few companies approach CEO compensation 
scientifically.” 








How To...? 
Judging CEO performance is fraught with risk; 
all too often, the best CEO’s performance is re- 
lated to the performance of his industry, espe- 
cially if it is a global business. Take real estate as 
an example. As long as the demand for housing - 
continued unabated, real estate CEOs could 
make claims of excellent performance. But 
changes in the interest rate scenario and the 
falling economy changed all that. 

Our survey attempts to look at CEO perform- 


by Srikanth Srinivas ance from an investor's perspective: which CEO 
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provided shareholders the best return as his 
company grew? As the methodology (see page 
52) makes clear, we have used a composite of 
corporate performance and shareholder return 
to measure the alignment of CEO pay with 
performance. 

We have taken more than one year as the pe- 
riod for review. It should be three or five years. 
But changes to equity and capital structure in 
2005-06 skewed the results considerably, reduc- 
ing our review term to two years: 
2006-07to November 2008. No 
study of this nature is infallible, 
but the survey does throw up 
some interesting insights. 

"I would like to see qualita- 
tive factors such as corporate 
social responsibility and corpo- 
rate citizenship, and leadership 
on environmental issues in- 
cluded in an assessment of 
CEO performance,’ says E. Bal- 
aji, CEO of Ma Foi Manage- 
ment Consultants, a Chennai- 
based human resources (HR) 
consultancy. “These are often 
CEO-led initiatives.” 


Elsewhere In The World... 
Balaji also suggests that com- 
parisons should be appropri- 
ate. “It’s important to see how 
the compensation of Indian 
CEOs compares with that of 
their global and international 
peers in the same business,” he 
says. By that yardstick, the 
highest paid Indian CEO — 
Mukesh Ambani of Reliance 
Industries — is paid about $9 
million, though he may well be 
an exception. The highest paid 
CEO in the US in 2007 was 
Larry Ellison of Oracle Corpo- 
ration, at $230 million. 

In 2007, the top highest-paid 
CEOs in the US took home a 
combined $637 million. In 
2004 that number was just 
$309 million. The average an- 
nual compensation for CEOs at 386 Fortune 
500 companies in 2007 was $10.8 million, more 
than 344 times that of the average US worker. 
Astronomical numbers such as these, coupled 
with today’s plummeting stockmarket, federal 
bailouts, and economy in recession have intensi- 
fied the scrutiny on CEO pay in that country. 

Again, CEOs in Japan and Germany take 
home about 11 or 12 times the compensation 











paid to the median worker in those countries; 
the number for France is about 15 times. Until 
2007, when the US Securities and Exchange 
Commission (SEC) changed disclosure require- 
ments, perks such as corporate jets, family 
travel, and other similar perquisites were not 
counted in CEO compensation. (Data in the 
Indian context is sketchy.) 

But has that been worth the money? A 2005 
study by business professors at Stanford Univer- 
sity, the University of Pennsyl- 
vania, and New York University 
entitled ‘The Good, the Bad, 
and the Lucky: CEO Pay and 
Skill, explored whether com- 
pensation was actually related 
to performance by comparing 
compensation packages to stock 
performance — similar to what 
BWhas attempted with this sur- 
vey — and came up with some 
surprising conclusions. 

They reviewed the financial 
results of over 2,000 firms be- 
tween 1992 and 2001 and found 
that in small firms, the system 
worked the way it was supposed 
to: the best performers took 
home the most money. But as 
we move up the company size 
ladder, things change. The re- 
search team found that “in large 
firms, there is no evidence that 
highly paid CEOs produce pre- 
dictably better results”. A num- 
ber of reasons were advanced 
as proximate causes. The paper 
suggested that in industries that 
have a lot of constraints, such as 
utilities or natural gas transmis- 
sion, the CEO has little discre- 
tion. In other companies, per- 
formance may seem to be 
weaker if the CEO lacks what 
researchers call a “blockholder” 
— basically, a shareholder or a 
compensation committee that 
can say no to the big boss. 


PHOTOGRAPHS: BLOOMBERG 


A Rose By Any Other Name 

If anything, CEO compensation could be un- 
derstated in India, say some analysts. For in- 
stance, promoter-CEOs may prefer to take a 
lower pay packet, but that is balanced by the 
dividend they earn by virtue of their holding in 
unlisted investment companies that hold their 
stock. The lack of information on employee 
stock option plans (ESOPs) — the CEO is after 
all an employee — is another factor. 
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TOP OF THE LINE: 
While Richard Fuld of 
Lehman Brothers was 
ridiculed for his $480- 
million compensation 
(top), Steve Jobs of 
Apple Inc. continues to 
take $1 as his salary 
(centre) and Robert 
Nardelli of Chrysler 
(bottom) decided to 
follow Jobs' example 
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SEM foreword 


"Foreign companies in India have a policy 
about disclosing stock options as part of com- 
pensation, points out Reena Wahi, rewards 
consultant at Hay Group India, an HR consult- 
ing firm in New Delhi. “In India that disclosure 
is discretionary, and largely restricted to infor- 
mation technology firms. And even there, 
ESOPs are run across the company, not just for 
top management." Indian promoters use war- 
rants — a call option — as another way of re- 
warding themselves, even though that may be 
meant for retaining corporate control in the 
event of a takeover threat. 

However, how the CEO's compensation is de- 
cided has become a little more transparent. 
Many large companies have board compensa- 
tion panels, often with a non-executive inde- 
pendent director in 
charge. Compensation 
is benchmarked to 
other companies in 
similar industries, and 
sometimes can even in- 
clude international 
comparisons. 

“But legacy can still 
run deep,” says Parker of 
Ikya Human Capital So- 
lutions. “A professional 
second opinion that is 
sought may be some- 
thing that the promoter- 
CEO brings to the com- 
pensation committee.” 
For promoters, the line 
between being owner 
and CEO is a thin one. 
And the nature of the 
contract is never widely 


known or discussed. 





The Times They A 
A jooki at BW akne in this survey indicates 


ra 





that change may be on the way. Take the top two |. 


companies: both are more entrepreneurial 
companies, engaged in a new economy business 
such as pharmaceuticals. Both the participation 
of foreign institutional investors (FHs) as in- 
vestors in these companies and their interna- 
tional profile — Sun Pharmaceuticals is at- 
tempting to take over an Israeli generics firm — 
persuade these companies to conform to inter- 
national standards even if they are promoter- 
run and -led companies. 

But the transition to this new way for India 
Inc. as a whole will take longer, and will probably 
be much harder. “That executive compensation 
is decided by promoters and then HR chiefs and 


personnel is not an ideal situation,” says Wahi of 
Hay Group (India). "It is important to have 
board discussions on CEO compensation and 
international comparisons should be part of ` 
them too.” Though it is not clear that even pro- 
fessionally run companies follow such a process. 

The question of CEO compensation and cor- 
porate governance is discussed separately 
("Time To Raise The Bar' on page 72). But cor- 
porate governance-led reform is not something 
India Inc. is seized with right now. For instance, 
no company looks at the economic value added 
(EVA) model of assessing CEO compensation, 
something that companies in Singapore have 
adopted as a regular practice. As some industry 
watchers point out, just using growth in stock 
valuation as a proxy for performance may add 
impetus to an emphasis on short-term gains 
rather than long-term vision. 

But Balaji of Ma Foi points out that one can- 
not argue against the mind of the market. | 
“Founder-managers are expecting more, asking 
for it, and getting it” he says. "What determines 
compensation is what shareholders are willing 
to give. And if the promoter-CEO owns 75 per 
cent of the company, who can argue with that?” 





But will C CEOs j. ue pay cuts onus hard 
times? Early in December this year, the CEOs of 
the Big Three automakers in the US — Ford's 
Alan Mulally, General Motors' Rick Wagoner and 
Chrysler's Robert Nardelli — all agreed to take $1 
a year if the US Congress agreed to bail out the 
companies with $25 billion in assistance. 

As a public relations gambit, that is hard to 
beat. Lee Iacocca, the iconic past chief of 
Chrysler Motors, had taken a similar step in ex- 
change of $150 million government assistance > 
package in the 1980s. Google CEO Eric 
Schmidt and founders Sergey Brin and Larry 
Page have done it. CEOs from other companies 
include Capital One Financial, Apple Computer 
and Pixar. In fact, Steve Jobs of Apple Com- 
puter has been making $1 a year since 1997, 
when he returned to the company. In all, 32 
CEOs in the US are paid a dollar a year. 

Such a step would be impossible in India. But 
there are other things that can be done. We 
could emulate a 2002 law passed in the UK that 
gives shareholders an up or down vote on execu- 
tive pay packages. The vote is not binding, just 
advisory. But as an indication, it is the equivalent < 
to a vote of no confidence in the CEO that might | 
push corporate governance practices towards 
better aligning pay with performance. But even 
that may be too much to hope for. 
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RANK Ü A I 2m — : x Í | COMPANY I I SALES PERFORMANCE 


CAGR | ABSOLUTE | RELATIVE 
(%) | SCORE | SCORE 


44 | 5/5 
Sintex Industries - v1.33 A | 4 
"Welspun-Gujarat Stahl Rohren | 47 | | 46 | 
Titan Industries — — | 44 | 48 .| ` 
Wipo oo 82 a 
Prej Industries — joes | 55 | | 
Adlabs Films — — ^ 1] $9 | 52 | . 
Tata Powar Co. 22 sf 57 | 3 | | 
Voltas — — 0 1. 28. | 36 j| 
entury Textiles & Industries — | 16 | — 30 j — 
_ d 
HDFC Benk — — — — | — í ]| 45 | ^48 | 
Pabur India — —  0— p 393 3| 29 | 
Tata Chemicals — | 22 | 34 |. 
GlaxoSmithKline Pharmaceuticals | 4 | 25 | - 
Godrej Industries == — | 20 | 32 | —— 
Deccan Chronicle Holdings — — | 64 | 58 2 
United Phosphorus —n — —  — | 44 | 44 | — 
Crompton Greaves — n — |] 29 | 37 Jo | 
Ep MEME 
82 | 8 
| 7 | 4 | 
| Tata Consultancy Services —— | 31 | 38 | | 
Tata Steel | 155 | 100 | 1 
Bi Ashok Leyland | MEX | m i. 
B Financial Technologies (India) | 43 | oka | 






Sun Pharmaceutical Industries — | 43 


(Glenmark Pharmaceuticals J 8 I 7 


Zee Entertainment Enterprises > 6 | | 





Reliance Infrastructure — — — | 68 | 








Hosch | «20 


For methodology see page 52; PAT: profit after tax; Compensation af the CEQs are annual figures: Far sales and prnfit CAGR (compound annual growth rate) is calculated from 1 April 2006 to H Ma roh 2008: CAGR for stock price 
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TOCK PRICE PERFORMANCE 
"CABR | ABSOLUTE 
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RELATIVE | AS ON 30 NOV. | WEIGHTED! (POINTS OUT 
SCORE OF 100) 





TOTAL 


(RS CR) 





|! COMPENSATION 
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PER POINT 











COMPANY m ‘SALES PERFORMANCE 


CAGR | ABSOLUTE 
(%) SCORE 


27 

83 

33 
32 
45 
46 
36 
52 
41 
43 


| 
| 
| 
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x 
54 x | 63 
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RELATIVE : PAT CAGR 
SCORE i (96) 


Hindustan Unilever n^ —  — |] 9 
Siemens ch 2 aspasia E s, 
Adani Enterprises = | 26 
Nestle India "— s 
Dr. . Reddy’ 8 Laboratories. e lira 46 


_ Starlite Industries (India) — | 37 - 
BE Nagarjuna Construction Co. — | 4 
B ndenossce j 29 
B nueMeemo | 2 
BÉ Divi’s Laboratories í Vl 98355 1. 
Hindalco Industries - V qHPM. 84 
| 355 | 
233. í — 
88. 
232. 
www | 
(34 | 
| 45 
37 
36 
28 | . 
043 
7 
329 — 


Apollo Hospitals Enterprise | 26 


Great 1 Eastern Shipping Co. | 24 
Bharat Forge fA 
Reliance Capital == | 
Jindal Steel & Power = | 46 
Grasim Industries | ess 22 

BE Hindusten Construction Co, — | 28 

BE Hero Honda Motors. NUN 

B IVRCL Infrastructures & Projects | 51 

m sw see | 4 

E Reliance Industries _ Il. 2 

Mo E Ranbaxy Laboratories 14 I 

taj ^" M | Cements | 1 9 (43. 

Lakshmi Machina Works -43 1 


For penam see page 32 PA: profit after! tax; Jeu " the CEOs are annuai figures: For sales and profit CAGR icompound inus growth ey is-caiculated from 1 Apri 2006 to 31 March 2008, CAGR for stock price 
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performance is calculated over 1 April 2006 to 30 November 2008; * Based on performance up to December 2007 
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OF THE 100 
highest-paid CEOs 
— according to the 
data disclosed in 
company reports — 
only 40 figure in 
the BW Value 
rankings. In fact, 
the top paid 
executives figure at 
the bottom of the 
value table. Total 
compensation 
numbers for Indian 
CEOs do not include 
corporate jets, club 
memberships, 
family travel and 
gifts, but that does 
not imply that they 
don’t get them. 


























































_ COMPAN ( 


Reliance Industries 

Sun TV 

Madras Cemants | 
Reliance Communications | 
| Ranhaxy Laboratories | 
Bharti Airtel 

Jindal Steel & Power | 
Gujarat Fluorochamicals 
JOW Steel 

Hero Honda 

Apollo Tyres 

Cadila Healthcare | 
Omaxe | 

Divis. Laboratories 
Jindal Stainless 

India Cement — 

Grasim Industries 

India Glycos | 

Vedanta Resources 
Lakshmi Machine Works 
Adani Enterprise 

DLE — 

Great Offshore | 

Larsen & Toubro 


Nava Bharat Ventures 
Mundra Port & SEZ- 


Wockhardt 

Mercator Lines — 
Amara Raja 

Cipla 

Hindustan Construction. 
Brigade Enterprises 
Great Eastern Shipping 
Kalpataru Power 
Apollo Hospitals Entp. 
BGR Energy — 
‘Sterlite: Industries I 
Ratnamani Metals & Tubes 
Cairn India 

Parsvnath Devaleopers 
Panacea Biotech 
Orchid Chem & Pharma 
Aban Offshore 

JK Cement 

Bharat Forge 

Nestle India 

Pidilite Industries 








Hindalco Industries | 


CMD 44.02 
CMD 32.41 
CMD I 32.40 

| Chairman | 30.0% 
| CEO & MD 19.58 
CMD 19.55 
EVC&MD ` 16.9% 
MD BBR 
VC & MD 16.73 

| MD & CEO 15.73 
CMD — | 15.53 
(CMD — — 13.43 
CMD 13.25 
VC & MD 12.42 
VC & MD 12.13 
Chairman 11.25 

| CMD 10.92 
CMD EN X 
EC 10.60 
Chairman & CE MEER 
| CMD 4 8.91 
| MD 4 8.68 
VC/MD | 8.43 
M — | 8.41 
| CMD | BE 
| MD 8.38 
Chairman — NEEE- 
MD | 8.23 
Chairman | 8.08 
EC 8.00 
MD — | 7.91 
CMD | 7.88 

| CMD 7.58 
CMD 7.57 
DC & MD 7.22 
MD — 7.06 

| ECH | 6.90 
| CMD — 6.58 
vl 
| cmp | 6.38 
| MD&CEO ` 6.38 
| Chairman. I i 6.00 
MD . 5.75 
MD i 5.75 
MD&CEO — 3.62 
| CMD 5.38 
ra mE 5.31 
MD. x 5.27 





For methadotogy see page 52; Compensations (in Rs crore) are annual figures; *Based on performance up to Deciübor 2007, EC: executive ess" vC: vice-chairman, 
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COMPENSATION 
(IN RS CRORE} 











Paid GEOs 


COMPANY 






































“Shree | Cement. 
Torrent | Power u 
Dr Reddy's Laboratories 


TIE 


Alembic | 
| IVR ] Prime 


| Max India 





Bayer Gropscience  ć — 
ndian | Hotels 















HDFC 





Jyoti Structures — 
JK Tyre 


Bharat Bijli mE 
KEI Industries 
ISMT ` 


DC: deputy chairman, CE: chie? executive, EVG: executive vice-chairman 
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| West Coast Paper Mills 
| Nahar Indus. Enterprises | 
U CMD 
. | Chairman | 
Nagarjuna Construction |MD — — — | 
| Jubilant Organosys — |CMD — ^ 
[C&M —— 
[MD — 
Ivan —— 
= [CMD —— — 
s Ai VC&MD — 
| Chairman — 
zd Creative [ Directo 


JK Lakshmi De) "— 


Financial technologies NE 






| EC 

. | Chairman 
‘Piramal Healthcare | Chairman — | 
| I NCa&CEO — | 
Hindustan Unilever | CEO&MD — | 


Thermax | MD 


| Chairman 


‘Sundram Fasteners | MD 


‘Deepak Fertilisers ——— |VC&MD — | 


I MD 


a mu 
| MD 


Gujarat NRE Coke | 
Shanti Gears =  |CMD 
I de 
| CMD 
[CMD |  . 
| CH. & President | 


[MD | | 
[CMD o | 
|VC&MD — | 


CMD 


VC & MD 


Í MD 


HBL Powersystems | CMD 


ive & MD 


| Ch. & Group CE 


| VC & MD 


| CMD 
| CEO 


COMPENSATION 


(IN RS CRORE) ` 
5.22 
5.19 
5.09 
4.95 
4.91 
4.82 
4.80 
4.79 
4.79 
4.78 
4.78 
4.71 
4.64 
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COMPENSATION 
figures have grown 
at about 30-40 per 
cent a year since 
2005, when the 
stockmarket boom 
began. if the trend 
continues — though 
that seems very 
unlikely given the 
present state of 

the economy — 
those high salaries 
could double again 
in three or four 
years. No surprise 
then that most 
professionals are 
happy to stay anc 
work in India rather 
than go abroad. 
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m Exide Industries — — — < 
ME Titan Industries - 

E Adiabs Films ` a 
B ¿Zes Entertainment Enterprises o 
M Deccan Chronicle Holdings —- E 
m Mahindra & Mahindra — — — 

Bosch ` "vn 
a Hotals Co. — 















there are well overa MES | 
hundred CEOs whose 
compensation is more 
than a million dollars, 
spread across the range 
of high-growth sectors 
from financial services, 
private equity, 
consulting, 
telecommunications and 
information technology. 
And it is not just the 
CEO's salaries that are 
high. In several 
companies, 10 or more 
executives draw a 
compensation of over 
Rs 1 crote (or 
$250,000 at today's 
exchange rates) 


zn ` Dabur Indie "IM 

E rc MMC 
M Hindustan Unilever — — 

. Nestle India 
















| pue Offshore. : u 
Great Eastern Shipping Co. T 
Reliance Industries 
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B Axis Bank — 
1 E Mahindra Bank | 






| | z ER Financial Services u | 
8 Reliance RII 
















GREG: res tro n arn 





Sun Pharmaceutical Industries _ 
Glenmark Pharmaceuticals _ 
Glaxosmithkline Pharmaceuticals 







| Dr. Reddy's Laboratories — 
| Piramal Healthcare — — — — 
| Divis Laboratories — "a" 
M Apollo Hospitals Enterprise m 
E Cipla — mom" 
| Sani Laboratories: 

























| | Tata Power Co. u | 
A Reliance Infrastructure 











For methodology see page 52. * Based gi compensation up fü December 2007. ü — Source: BW research 
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SOME STUDIES HAVE 
indicated that there _ 


could be about 200 or 
so senior management 


personnel with stock 


options that could be in 
excess of Rs 1 crore 
(CEOs of Infosys 
Technologies may be 
among the biggest 
ones). In the 1990s, the 
Companies Act 
stipulated that a CEO's 
salary could not exceed 
that of the President of 
India. CEO 
compensation has 
come a long, long way 
since then. 





Rankings By Sector 
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B | 

Me Jain Irrigation Systems — 
f Jeiprakash Associates E 
| Crompton Greaves — 

ME Ashok Leyland — —— Z — 

ME Siemens "ec 
E Adan: Enterprises. 

B Uem 
B Larsen & Toubro —— 

Nagarjuna | Construction Co. 

Tata Motors —— 

BÉ Hindustan | Construction Co. EM 

ra u | IVRCL Infra. & Projects — — — 

| Lakshmi Machine Works 





























Rota m india 


me Welspun-Gujarat Stahl Rohren 
Mee Century Textiles & Industries — 
B Asien Paints ° ZOOO 
Tata Chemicals č 
B Godrej industries — 
I United Phosphorus 
Tata Steel — 
BE Gujarat | NRE Coke — — 
E Ultratech Cement = 
| ubilant Organosys _ 
| ` Sterlite 1 industries (India) - " 
M Hindalco Industries ——— 
Mm Jindal Steel & Power °  — — 
B Grasim Industries 
M JSW Steel O OO 
: Madras Cemónta 


ta ERAR KROPAN aE A 


1 Sunil Bharti Mittal | Bharti Airtal 


For methodology ste page 52. E BE Source: BW research 
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INDIA'S MOST 'VALUE'ABLE CEOS SURVEY STARTED 
with the Bombay Stock Exchange 200 (BSE- 
200) as the base set because it gave us a suffi- 
ciently large universe (200 companies) to start 
with and was also fairly representative (86 per 
cent of Indias market capitalisation). 

Looking at performance over a year is not ap- 
propriate; so we took two years. In future edi- 
tions, we willtake three or five years. To the uni- 
verse of the BSE-200, we applied a set of filters 
to arrive at a list of companies for whom per- 
formance could be effectively measured. The 
parameters used to filter out companies were: 
1. Companies should have a trading history of at 

least three years 
2. Companies should not have reported losses in 

any of the past three years 
3. Companies in which the CEO/MD's tenure go 
back to at least three years 

We also used a couple of parameters to remove 
the outliers: 


3 
Idea 


edi M methodology 


How We Did It 


1. Companies with a very low base of profits (less 
than Rs 10 crore) in the starting year (FY06) 

2. Companies where the CEQ/MD's compensation 
in the latest year was less than Rs 1 crore 

After applying these five filters, we were left 
with a set of 79 companies where pay versus 
performance could be effectively evaluated and 
compared with the CEO's compensation. 

The methodology to evaluate company per- 
formance focused on a combination of funda- 
mental factors and share price performance, us- 
ing both absolute and relative measures. We 
added a factor to capture company size, since 
thatis a driver of compensation as well. Relative 
measures, such as comparison with sectoral in- 
dices, were used to adjust for sector-specific fac- 
tors. That is important because every industry 
has its ups and downs, and it is only fair to eval- 
uate a CEO’s performance in the context of the 
industry environment of the company. 

We considered revenues (or sales) and profit 
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after tax (PAT) growth over FY06-08, both me- 
asured on an absolute and relative (by compa- 
rison with peers in the same industry). Simi- 
larly, price performance was measured on an 
absolute and relative-to-sector basis. Price data 
was taken from 31 March 2006 and 30 Novem- 
ber 2008. Lastly, absolute market capitalisation 
(as on 30 November 2008) was included to refl- 
ect company size, as otherwise, based on only 
growth and share price performance, smaller 
companies would have had an advantage over 
larger companies. That is also why size was 
given a high weightage. In all, we have four fun- 
damental factors (absolute and relative revenue 
growth; absolute and relative PAT growth), two 
price performance factors (absolute and rela- 
tive share price performance) and one size fac- 
tor (absolute market capitalisation). 
Companies were scored on each factor on a 
scale of 1 (company with lowest growth) to 100 
(highest growth) with the others interpolated. 
This is better than a simple ranking on each fac- 
tor since that would not have captured the rela- 
tive difference between two companies. Each 
factor was also given a certain overall weightage 
(see ‘Important Factors’). Composite company 
performance scores were arrived at by sum- 


ming up the weighed scores on each factor. 

Separately, compensation for the CEO/MD 
was captured and a compensation per point 
score calculated to arrive at a composite meas- 
ure of CEO compensation. The company whose 
CEO gets the lowest compensation per point is 
the one that gives shareholders the most bang 
for their buck: in other words, the most ‘val- 
ue'able CEO. The compensation figures include 
salary, bonus, commissions and cash perks. 
What they do not include is stock options; sev- 
eral companies have stock option plans, but are 
not required to disclose details of individual op- 
tions vested. The Securities and Exchange 
Board of India (Sebi), the stockmarket regula- 
tor, requires that only the total amount of op- 
tions vested and exercised in each year be dis- 
closed for the company as a whole. 

There are three sets of tables: the most 'val- 
ue'able CEOs, the most highly paid CEOs, and 
the most ‘value’able CEOs by sector. 

For the sectoral rankings, we have used the 
Global Industry Classification Standard (GICS) 
developed by Morgan Stanley Capital Interna- 
tional and Standard & Poor's in response to the 
global financial community's need for accurate, 
complete and standard industry definitions. 





Innovation 


- 
'hrough progressive research everyday, everywhere. 


TES 








IMPORTANT 
FACTORS 


Weightage given to 
various growth 


Sales growth 
Absolute S Relative 10 





PAT growth 
Absolute 5 Relative 10 





Price performance 
Absolute 20 Relative 25 





Market cap 25 
Total 100 
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Sun 


by Noemie Bisserbe 


Dilip Shanghvi’s fortitude has taken 
his company to a position of power 


1 ILIP S. Shanghvi, the 53-year-old 
> © chairman and managing director of 
~ Mumbai-based Sun Pharmaceutical 
' Industries, is seldom seen at social 
ZEN events or conferences. He talks 
ides» and not more than necessary, and lis- 
1 tens patiently. His office, located in the 
dusty outskirts of Andheri East, has 
nothing ofthe shine and polish of Glen- 
mark Pharmaceuticals' swanky new of- 
fice a few kilometres away, or Ranbaxy 
Laboratories’ ostentatious 
office in Gurgaon. 

























deceive you. Shanghvi is today 

at the head of India’s 
most valuable drug 

company (by market 

capitalisation) and 
the most profitable. 


has almost doubled 
between 2005-06 


reaching over Rs 
1,014 crore, *Since April 2006 
while sales jumped by 45 per 
cent to Rs 2,366 crore. In the 
six months ending 30 Sep- 
tember 2008, its net profit 
soared by 39 per cent and 
sales rose 30 per cent. 
A strong products portfo- 
lio focused on high-value, 
low- volume Indian chronic 
disease segments has driven 
the company’s tremendous 
growth over the past two 
decades since it was found in 
1983. Sun has “right from the 
start, focused on lifestyle products 


HEMANT MISHRA 








and is now market leader in psychiatry, cardiol- 
ogy and neurology segments”, says Sarabjit 
Kaur Nangra, vice-president for research at 
Mumbai-based Angel Broking. The company 
has also been able to keep control over opera- 
tional costs and, unlike its Indian rivals, has not 
gone for costly big-ticket overseas acquisitions. 
Industry observers unanimously see 
Shanghvi as the driving force of the company, 
though his style of functioning has sometimes 
been criticised. A leading south India-based 
drug maker once described Shanghvi as a 
banyan tree. “Nothing grows under him,” he is 
believed to have said. “Shanghvi likes to be in 
control and he has always had a very clear long- y 
term vision for the company,” says a Mumbai- 
based analyst who has been tracking the com- 
panys performance for over a decade. 
Shanghvi says, the willingness to focus on the 
long term, even at the cost of pain in the imme- 
diate term is one of the essential qualities of a 
business leader. “Patience, ability to learn and 
anticipate, and the ability to choose the fights 
that you want to win, are crucial 


" M aswell, he says 
But do not let his demeanour Dilip D. Shanghvi For now, Shanghvi has chosen 


his fight. Sun has been battling in 
US and Israeli courts to gain con- 
trol over Israel’s Taro Pharmaceu- 
tical Industries over the merger 
agreement made in May 2007. 
Taros promoters, the Levitt fam- 


Suns net profit B'CR8RKTIoOVI v: ily, have been trying since May last ^w 


year to reverse the deal. “We have 
legally binding agreements,” says 


and 2007-08 FAEY VIVO Lt W Shanghvi. “The other side does not 


want to fulfil its obligations and is 
finding legal excuses to help its 
case. Once the agreements are enforced, the ac- 
quisition will happen. Taro’s business was a good 


fit with our business and in the past 18 months, 


we haven't changed our view.” Taro’s US busi- 
ness, which accounts for about 80 per cent of its 
estimated revenues of $313 million, could boost 
Suns own $350-million business there. 

Last August, a Tel Aviv district court had 
asked Taro's promoters to sell their 12 per cent 4 
stake to Sun, a decision that Taro has appealed 
against. Chances are that the legal battle will 
not stop here. Going by Shanghvi's determina- 
tion and track record, he is unlikely to let go. 
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On Risk 


by Gauri Kamath 
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Despite reversals, Glenn Saldanha 
keeps the faith in drug research 


OME would say Glenn Saldanha, man- 
aging director & CEO of Mumbai- 
based Glenmark Pharmaceuticals, has 
been incredibly lucky. Saldanha, 39, 
has transformed Glenmark from a Rs 
130-crore outfit in 2000 hawking local copies of 
patented western drugs, into a nearly Rs 2,000- 
crore global company recognised equally for new 
drug discovery. Luck, however, does not figure. 
In 1998, Saldanha left a consultant’s job in 
PricewaterhouseCoopers, California, to join his 
father Gracias in business. And in 2005 India de- 
cided to tighten its drug patents laws. Glenmark 
had under 10 years to stop patent-busting. 
“It was a tough time for family-run 
businesses,” says Saldanha. Trans- 
formation, he believed, meant in- 
vesting in new drugs. But R&D 
was a cash-guzzling game with no 
guarantees. With sales of roughly 
Rs 80 crore in a Rs 20,000-crore 
market, Glenmark — started by 
Gracias in the 1970s — was an un- 
derdog. “The risk seemed dispropor- 
tionate to our size,” he says. 
Saldanha took 
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Glenmark public in 2000 to raise a modest 
Rs 53 crore, and ploughed part of the money 
into an R&D centre in Mahape, Navi Mumbai. 

Taking charge as CEO in 2001, he led from the 
front — visiting large R&D labs in India and 
abroad before setting up his own. Initially, he led 
licensing negotiations with top western compa- 
nies. Now he has a business development team. 
Even now, he reads about the latest R&D trends 
and competitors’ drugs, to know where Glenmark 
stands. He has placed calculated bets — prefer- 
ring to licence out his compounds very early to Big 
Pharma for further development, and global mar- 
keting in exchange for upfront fees and milestone 
payments. In parallel, Glenmark’s research has 
ventured beyond ‘me-too’ compounds. 

“He was willing to take the risk, and he is eli- 
gible for the reward,” says Swaroop Kumar, 
Glenmark’s former R&D head. All through, says 
Kumar, Saldanha has had a clear vision, and the 
confidence to walk away from licensing deals 
than sell his R&D short. 

In life, as in work, this fan of Chinese cuisine 
is disciplined. He is up at five every morning, 
reads for a couple of hours, and spends time 
with his two daughters aged seven and nine be- 
fore they are off to school. When he is not travel- 
ling, he plays badminton in the evenings. 

Glenmark struck its first licensing deal for a 
new asthma drug in 2004 for $190 million with 
the US's Forest Labs, then the biggest ever for 
Indias pharma companies. Since then Sal- 
danha has broken this record. Last year, he li- 
censed an experimental painkiller for nearly 
$300-million in upfront and milestone pay- 
ments to US-based Eli Lilly. 

However, Saldanha has had his share of rever- 
sals too. Germany's Merck and even Lilly walked 
out on the development of two of his 
drugs. Shares are off 20 per cent since 
October. None of his new drugs have 
hit the market yet. Market conditions 
have forced Saldanha to defer the list- 
ing of Glenmark's generics subsidiary. 

Still, among Indian companies, 
Glenmark has the most number of 
compounds in its pipeline. R&D is a 
continuous battle, says Kumar. Not 
every bullet hits the target. "The ques- 
tion is can you shoot again,” he says. 
"And Saldanha can.” 
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by Sreevalsan Menon 


T.V. Ramanathan loves his 
numbers, and his employees too 















-.V. Ramanathan, the 63-year-old 
managing director and CEO of 
Kolkata-based battery maker Exide 
Industries, took over the reins from 
his predecessor S.B. Ganguly in 2000. 

Ganguly, currently the Chairman Emeritus of 
Exide, says, “I am sure Ramanathan will do much 
better than me. He will achieve what I could not.” 

Ramanathan’s formula for success consists of 
focusing on three Ps — people, products and 
projects. A finance man armed with degrees in 
chartered accountancy and company secretary- 
ship, he feels action speaks louder than words. 

After a five-year stint at the World Bank (1985- 
90), Exide was his second halt in India after the 
UB Group. He joined the company as executive 
vice-president for finance in 1997. Barely a year 
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later, he got promoted as finance director. 

“When I joined in 1997, I realised the strength of 
Exide as a sleeping giant,” he says. His first move 
was to cut capital usage and make the sales team 
more accountable. A reflex action of a finance man 
obsessed with cost-cutting — that is how the move 
was received. In fact, Exides operating profit had 
declined to Rs 140.81 crore in 2000-01 from Rs 
148.37 crore in 1999-2000, and net profit to Rs 
41.55 crore (from Rs 48.89 crore). The turnover, 
however, went up marginally to Rs 954.38 crore 
from Rs 939.69 crore during the same period. But 
soon the numbers started to tell of his abilities. 

Exide expanded its presence by moving closer 
to growing markets such as Pune and Kochi, a 
trend followed by its competitors such as Amara 
Raja. Exide has since set up large warehouses for 
easy access to distributors in tier II and III cities. 
Its net profit jumped 61 per cent to Rs 250 crore 
and the turnover was up 51 per cent to Rs 3,606 
crore in 2007-08. Return on capital employed 
(ROCE) and return on net worth (RONW) went 
up by 35 per cent and 40 per cent respectively. 

"Ifwe can't give three-and-a-halftimes morethan 
the State Bank of India to shareholders, then we 
have no right to take their money,’ Ramanathan 
says. His focus on the inverter market has paid off. 
But now with improving power availability, he ex- 
pects this market to slowdown, and has set his 
sights on defence. Exide supplies batteries worth 
Rs 45 crore to submarines globally. 

Ramanathan also anticipated a slowdown in 
OEM (original equipment manufacturer) sales. 
Sriman Polamraju, analyst, Tirumala Securi- 
ties, says, "They can tide over this with the 
strong demand for replacement batteries.” 

R&D is another area close to his heart. Exide is 
present in power electronics and renewable en- 
ergy through Caldyne Automatics. In November 
2007, it acquired Pune-based Tan- 
don Metals and Bangalore-based 
Leadage Alloys India to reduce its 
dependence on imported lead and 
lead alloys. The move has boosted 
Exides financial results immensely. 

The icing on the cake is Ra- 
manathan’s happy team. "A moti- 
vated employee makes a customer 
happy. The majority of our people 
are in middle level, hence , we take 
special care of them,” he says. 
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Naveen Jindal 
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IS boyish face and youthful, reedy 
frame belies his 38 years, and his 
ability to play multiple roles of an 
industrialist, a member of Parlia- 
ment, a national champion shooter 
and an accomplished polo player is commend- 
able. “I want to have it all in one life,” confesses 
Naveen Jindal, managing director and executive 
vice-chairman of Jindal Steel & Power. However, 
he candidly concedes that because of trying to do 
so much at the same time, sometimes he is unable 
to be as good at any one thing as he can be. “I man- 
age by focusing on one thing at a time,” he says. 
Jindal, who happens to be the youngest CEO 
in BW's listing of Indias best-value CEOs, gives 
credit for being ranked among the country's 
ENEM most valuable corporate heads to his manage- 
Sa è ment team that works indefatigably to ensure 











that he can have time for politics and shooting. 

At the moment, he has his hands full with the 
economic downturn and the challenge of getting 
re-elected to Parliament in the 2009 elections. 
He is also taking part in the ongoing National 
Shooting Championship alongside Olympic sil- 
ver medallist Rajyavardhan Rathore. 

Jindal may leave the nitty-gritties to his man- 
agers, but he is quite hands on when it comes to 
setting management priorities. "Now that there 
is liquidity and demand crunch, we have to cut 
costs and make the operations more efficient,” he 
says. "There may be some problems in the short 
term, but downturn is good for us in the long 
term as it is forcing us to become more efficient 
and is weeding out the weaker competitors." He 
is also trying to conserve cash by reviewing all the 
capex projects and deferring the less critical ones. 

While the steel business is facing tough times 
because of falling prices, the power business is 
boosting profits. Of the Rs 450-crore net profit 
reported by the company for the second quarter 
of 2008-09 financial year, its 1,000-MW power 
subsidiary, Jindal Power (JPL), contributed 
Rs 314 crore. JPL produces power exclusively for 
the market as the mother company has its own 
330-MW captive power generation unit. 

Though business is his mainstay, Jindal takes 
most pride in his role as a politician. “Tm the only 
industrialist who is giving the best years of his life 
to public service,” he says. He owes it to his parents 
— his late father O.P. Jindal was a three-time 
MLA in Haryana and once a Member of Parlia- 
ment, and his mother Savitri is currently a minis- 
ter in the Haryana government. He has used po- 
litical influence to both promote sanitation in his 
constituency, Kurukshetra, and help lower the 
barriers to import guns and ammunition for 
shooters. "There are more young shooters coming 
through now, thanks to Naveen,’ says Rathore. 

He may look like a boy, but Jindal is as tough 
as they come in business or politics. He does not 
get deterred by the difficulties in setting up po- 
litically-sensitive large projects, in India or 
abroad. He has acquired iron ore mines in Bo- 
livia. He is not shy of fights, be it for the right of 
the ordinary Indian to hoist the national flag or 
setting up large industrial units. 

Jindal is going to need all his pugnacity and 
wits to fight off the slowdown and continue to 
deliver handsome value to his shareholders. 
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HEN terror struck the Trident 

Oberoi Hotel at Nariman Point 

on 26/11, P.R.S. ‘Bik? Oberoi, the 

chairman of the Oberoi group of 

hotels, was at the rival Taj Lands 
End. No, he was not there to strike a deal, but to 
receive a lifetime achievement award, conferred 
on him by Ernst & Young. 

That day spelt doom for the Indian hotel indus- 
try. Ever since, cancellations have been pouring in 
from business and leisure travellers. “Times are 
bad,” says Oberoi, who has witnessed many 
booms and busts in the business in the past 45 
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years. The low occupancy rates remind him of the 
difficult times the industry faced when nuclear 
tests were conducted, way back in 1998, and also 
during the Kargil war. But Oberoi never fails to 
keep an eye on the long haul. “We are preparing 
for the next season and expect it to be normal. I 
have told the staff at Oberoi, Mumbai, to be cour- 
teous, gracious and wear a smile on the face.” 

Technically speaking, Oberoi, at 79, was ad- 
judged the oldest among BW’s most valuable 
CEOs, in our latest CEO survey. But there is a lot 
more to the man than his age and experience. 
Oberoi did all the hard work for 37 years in the 
shadow of his father Rai Bahadur M.S. Oberoi 
who died in 2000. He had opened his first hotel, 
The Clarkes, in Shimla in 1934 by mortgaging all 
his assets, including his wife's jewellery. Biki liter- 
ally spent the first 30 years of his life in the hotel — 
till he got married. 

Today, the Oberoi group of hotels operates 
across Asia, Africa and the Middle-East — with 
20 properties under the Oberoi and Trident 
brands across India. This wouldn't have been 
possible without Oberoi's perseverance. 

A decade ago when he opened Rajvilas in 
Jaipur, he raised the bar for Indian hotels to a 
whole new level, which has since been matched 
only by the group's other Vilas properties — 
Udaivilas in Udaipur, Amarvilas in Agra and 
Vanyavilas in Ranthambore. Built from scratch 
— and not converted from an existing fort or 
palace — these properties are globally acclaimed 
for their superior design, ambience and service. 

And Oberoi is aware of every little change 
that is made in these hotels. The tiniest light fix- 
ture, the smallest piece of cutlery replaced, or a 
yard of new fabric — nothing escapes his notice. 
He says, “Functionality is more important than 
mere aesthetics." And putting customers' pref- 
erences over aesthetics is the secret mantra for 
the longevity of his hotel business. 

Biki Oberoi, like a true leader, 
has already made a succession 
plan for the group. His son 
Vikram and nephew Arjun have 
been groomed to wear the man- 
tle. For now, P.R.S. continues 
with his routine work, calling 
people daily and taking care of 
every minute detail of his job. 
"After all, I don't know anything 
else,” he says sheepishly. 
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Here's aipeek into the 


career prospects of 


Ganesan Natarajan, 


Chief Executive Officer, 


Ennore Coke Limited. 








BLAZING THROUGH 





A mechanical engineer by profession, Ganesan Natarajan has received 
a stint in architecture and landscape designing. Looking back, he began 
his career as a machine shop engineer with BHEL ancillary unit at its 
fabrication workshop in Chennai. Within a short period, Natarajan was 
promoted to the post of Project Coordinator for implementation of pipeline 
and boiler erections at Vizag Steel Plant. 


In the later years, Natarajan joined as production head with Shaw Wallace 
Company engaged in the making of silicone, rubber, key pads and syringe 
gaskets. The corporate leader kicked off his business career in 1994 and 
promoted an organization for trading and contract of granite and marble. 
After a few years, the trading group took up projects on turnkey basis 
with specialization in granite elevation and implemented dry fixing methods. 
Within a span of seven years, Natarajan became involved in a slew of 
home-grown and global projects. This includes the project supported by 
the Government of India to Maldives (MALE Institute of Technical Education), 
the hospital project at Colombo and the temple project at Sydney that 
certainly deserve mention. It was sometime in 2001 that he initiated 
processing of granite, tiles and slab on the basis of job work using EOU's 
facility. The 40-year-old Whole Time Director has been a globe trotter and 
has made an effort to set up a sculpting unit in the vicinity of Bangalore 
for making garden artifacts that would cater to the European market. 
Natarajan has also been associated with bulk commodity, trading and 
liaison-related activities. 


Besides, Natarajan has been involved with few Chinese steel mills for 
import and export of iron ore and other mineral ores. In 2001, he opened 
the doors of his own iron processing unit at Bellary and after sometime, 
began importing coking coal and coal from China and Australia. He lives 
up to the reputation of establishing a wide range of contacts with the 
steel industry of south and east India. The corporate high-flier has always 
taken strides for high quality work and after an extensive study and survey 
of iron ore, he began the import of heavy melting scrap and coal to India 
from Europe and South East Asian countries. 





REACHING 


STELLAR HEIGHTS 


This is the saga of a metallurgical coke player that passed through turbulent days during the commencement 
of its coke and power project at Haldia but marked a turnaround in its turnover with the immense 
contribution, far-sighted vision and well-developed public relation skills of its newly appointed leader. 


Ennore Coke Limited, the 
prominent metallurgical 
coke player started its 
cherished coke and power 
project sometime in April, 
2007. It was during this 
period when the 
organization had just 
completed a Rights Issue 
of Rs 3000 lakhs for taking 
over-the ongoing coke 
implementation of coke plant at Haldia and to build 
a co generation power plant at the site. The designs 
were made use of and the capacity was reset 
upwards by 30 per cent. The funds were fresh from 
the Rights Issue. The implementation of the project 
made progress in the right direction and a team of 
hardcore professionals from the organization as well 
as those on contractual basis were striving hard. But 
the hard labour was far from being evident in the 
results. The raging monsoon and the deluge of floods 
played truant with the situation. The project was 
running through rough weather and there were 
glitches in ground level coordination that had an 
impact on planning and monitoring. The message 
was clear indicating the need of an expert and 
aggressive corporate baron who can brave the 
challenging times of the organization. 


The organization appointed Ganesan Natarajan as 
its Chief Executive Officer in 2007 who looked at the 
working ambience with fresh hope. Soon he began 
to serve like a pilot and made an aerial survey of the 
ground realities. The first few months were devoted 
working with professionals individually and thereby 
trying to channelise, coordinate and regulate their 
expertise. Moreover, it was a confidence building 
period with people associated with the project. 
Thereafter, the project began progressing steadily in 
a smooth and streamline way. 


Natarajan himself had been an entrepreneur for more 





than a decade that made him 
to make use of his 
entrepreneurial skills when 
shifted to an- industrial 
ambience of Haldia. He made 
everybody's head turn with his 
impressive public relation skills 
and projected to the world the 
way in which his organization 
will add value to the trade and 
commerce sector and also 
benefit the common masses. The big brothers of 
trade and commerce as well as the official machinery 
began looking up at the organization. Durgapur 
Projects Limited stepped ahead to sign a conversion 
contract for 0.2 million metallurgical coke. The 
metallurgical coke player also tied up for a similar 
facility at Nergundi near Cuttack and this paved the 
company to scale up to a turnover of Rs 20 crore 
for six months that ended on September 30, 2008 
before the start of the project. The conscious efforts 
made by Natarajan steered the company to get out 
of the crisis and grab the limelight of the media and 
the corporate world. 


Add to this, the metallurgical coke group also formed 
a tie-up with public sector enterprises like MMTC 
and these efforts have yielded rich dividends. The 
organization soon caught the attention of the media 
that highlighted its achievements. The media lauded 
the presentations of the organization at different top- 
notch conventions like Asian Steel Conference held 
in Kolkata, Indian Steel Making Raw Materials meet 
at Hyderabad, Cll Biz Bridge at Science City and 
Steel Resurgence, Kolkata. 


Natarajan has lapped up many outstanding awards 
for displaying efficient entrepreneurial and public 
relation skills like Udyog Ratna Award for Business 
Excellence. His selection in the prestigious Who's 
Who International Professional Directory is a rare feat 
for the CEOs of Indian corporate world. 


Promotion 





Mts) Ce) w di Salary divide 


View From 
The Bottom 


by Gurbir Singh 


High salaries cause resentment, but 
CEO's is a difficult act to follow 


CHANGING TIMES: 
The role of a CEO 
has undergone a 
sea change over the 
past decade. Amex 
CEO Pradeep Kapur 
(extreme right) with 
his team 


HE theory is settled. Tomes have been 

written. The CEO’s role is well-de- 

fined. He is the team leader, inspiring 

growth, locating new business models 

to diversify into; and he is very often 

the brand face of the company. But scratch the 

underbelly of a company, and the bottom view up 
may not quite fit the traditional B-school view. 

Middle managers think the role of a CEO has 

vastly changed from what it was a decade ago; 

and the benchmarks for judging CEOs have be- 

come far more stringent. On the other hand, as 

salaries for CEOs have multiplied, so has the 

heartburn at the shop floor voiced by hawk- 





eyed plant workers and trade union activists. 
CEOs have been associated with growth of com- 
panies, but that does not justify the phenome- 
nal growth — sometimes touching 600-800 per 
cent in 3-4 years — in what they take home, says 
the shop floor view. 

And then there is the CEO boxed in by over- 
bearing owners and promoters. He is CEO in 
name only, often attracting sympathy and 
sometimes pity from his colleagues lower down. 


Figures Say It Starkly 

The CEO’s salary has outstripped all other 
benchmarks of growth, even the salaries of 
other employees, says M. Abhyankar, an office- 
bearer of the Hindustan Unilever Employees 
Union. "HULS profits have doubled since 1996; 
so have workers’ wages (from Rs 7,000 a month 
to Rs 14,000 at present),” he says. “Dividends, at 
the same time, have quadrupled. But the CEO’s 
salary has increased 16 times (from Rs 36 lakh 
to Rs 5.68 crore for the same period)” Ab- 
hyankar has seen the regime of several CEOs 
and managing directors including Vindi Banga, 
Harish Manwani, Douglas Bailee, and, since 
February this year, Nitin Paranjpe. 
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A study of executive compensation based on data for 10,000 companies | 
showed some startling trends: 


= CEOs who are promoters or owners receive a higher compensation 
with greater incentive component, as compared to other CEOs. 


= ACEO of a non-PSU firm receives close to seven times the total 
pay of a CEO belonging to an equally placed PSU. 

m The monitoring role of large institutional shareholders is either 
absent or very weak in functioning of CEOs. 

s The larger the firm size, the higher the size of the variable pay a 
CEO is likely to receive. 

m ACEO, who is also the chairman, receives a 6.13 per cent higher 
variable pay as compared to a CEO, who is not the chairman of 
the board. 


Source: Executive — "The CEO's salary also outstrips the profit and 
Compensation, Fim — qt q ends disbursed by the company. Gross profit 
. Performance and ; x 
Governance’, the Economic TOSE from Rs 1,130 crore to Rs 2,189 crore over the 
. & Political Weekly, — decade, while the dividend rose four times — from 
30 September 2006 — 220 per cent to 900 per cent. 

The experience for Siemens India seems to be 
similar. Says Uday Mahale, secretary of the 
Siemens Employees Union, reeling off data from 
his freshly submitted charter of demands: “J. 
Schubert first came to India as CEO in 1997 at a 
salary of Rs 10 lakh a year. When he left for Ger- 

many last year, he was drawing Rs 4.5 crore.” 





Its No 


Some, however, think that tom-tomming the dif- ` 


ference between workers' salaries and that of the 
CEO's is unfair as it does not take into account the 
sea change in the role ofthe CEO over the decade. 

“A decade ago, the CEO was a hands-on person 
who made things happen; he used his influence 
to get the company out of a jam and to get mal- 
functioning departments going,” says B.N. Garu- 
dachar, an HR and communications manager in 
Voltas India. "Today, the CEO has to be a vision- 
ary; a venture capitalist adept at corporate plan- 
ning, M&A activity and with a finger on HR, too.” 

The standards of judging performance have 
changed as well, says Garudachar. “Unlike earlier, 
now, the CEO is constantly under the lens with re- 
sults coming in every quarter. Besides, at least 50 
per cent ofthe salary is performance-linked? 

The hypothesis of a higher risk factor CEOs 
bear seems to be borne out in the case of Voltas, 
where the term of the CEO has been shortened. 
A.H. Tobaccowalla served as CEO for 18 years 
till his retirement in 1995 and was replaced by 
N.D. Karani, who completed a seven-year stint 
and gave way to Ashok Soni. 

But high CEO emoluments do not necessarily 
lead to heartburn if there is an internal rationale 





gf salary divide ————0— 


for it. Franklin D'Souza, general secretary of the 
Hindustan Unilever Employees Federation as 
well as of Coca-Cola India, says, “The brass of 
Lever have always made a show of not being os- * 
tentatious. After the meltdown began, the Anglo- 
Dutch HQ bosses have taken a voluntary 15 per 
cent cut." 

There is also less heartburn on salary differen- 
tials ifthe CEO and other senior personnel have 
risen through the company. “In India, most of 
the seniors in Lever have grown with the com- 
pany. Paranjpe (the current CEO) has been with 


. the company for 20 years," says D'Souza. This 


was notthe case in Coke, where senior managers 
were unhappy being forced to compete with re- 
cently-recruited B-school graduates. 

The CEO is ultimately about performance. 
Siemens's Mahale, despite conceding that 
Schubert had gagged the union, expressed ad- 
miration for the German administrator. *He 
was seen as a successful CEO because he halved ^* 
the workforce from 8,000 to 4,000; he tamed 
the union and plugged the financial irregulari- 


 Ues in 1996-97 to put Siemens back on the 


growth path. He was the first to begin selling 
surplus land — he sold the Andheri plant to 
P&G in June 1998 for Rs 13.5 crore to boost the 
bottom line” 





Then there is the CEO who is an ideal leader in 
corporate surroundings, but is reduced to a yes- 
man when under the shadow of a powerful owner 
or promoter. Zee Telefilms (now Zee Entertain- 
ment Enterprises) has seen half a dozen CEOs 
pass through its portals over a decade — R.K. 
Singh, Vijay Jindal, Sandeep Goel and Pradeep 
Guha among others. A former senior employee of 
a Zee company described the chairman and chief ^ Y 
promoter of Zee, Subhash Chandra, as an "impa- - 
tient man eager for quick results". 

Talking of his experiences, N.B. Verma, for- 
mer head of ad sales at Diligent Media, the pub- 
lishers of the news daily DNA (a Bhaskar 
Group-Zee joint venture) says, “Pradeep Guha 


initially led DNA with a philosophy of investing 


in brands and building them through market- 
ing. However, the owners, the Aggarwals, dis- 
agreed with this line and put their stamp 
through the new CEO K.U. Rao appointed in 
October 2006,” Verma says. “MD Sudhir Aggar- 
wal took charge of the company as a representa- 


tive of the promoters, and before long “ad sales - > 


too was taken away from Rao’, Verma adds. 

The CEO is a lot to do with the mettle the 
man comes with; but the milieu he operates in 
is equally important. 
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by Rajeev Dubey 


Bloated CEO packages are often approved by 


benign boards, underlining India's poor 
corporate governance 









LONG WAY TO GO: 
The board, which 
decides the CEO's 
salary, is not an effec- 
tive body in India 


_ESPITE tomes of regulations on bet- 
| ter corporate governance in compa- 
_ nies, a majority of India's board of di- 
| rectors remain a huddle of yes-men. 
| * Mostly because that is how the pro- 
moter-CEOs — who run over 95 per cent of 
India Inc. — would like them to be and partly 
because over the years, independent directors 
on these boards become so subservient to the 
promoter-CEOs that they rarely question 
any moves. "Corporate governance is a myth in 
India,” says Prithvi Haldea, chairman and man- 
aging director of Praxis Consulting, a database 
management and consulting firm. “It’s like the 
moral science subject in school. It’s studied, but 
never practised.” 

Specialists such as Haldea believe that though 
most companies have complied with the letter of 
the law by setting up committees (such as audit 





and remuneration) and defined codes of con- 
duct, corporate governance in domestic compa- 
nies falls short in the spirit of the law on two 
counts — in holding the executive management 
accountable for the company’s performance and 
in lack of independence of the board of directors. 

For instance, never ever has India seen the 
executive management of a promoter-run com- 
pany laying down office, owning up responsibil- 
ity for poor performance or for bad decisions. 
Yet, compensation for such promoter-CEOs is 
decided by a diktat from the promoter to a com- 


pliant board to pay him the compensation that. 


he thinks he deserves. If globally, promoter- 
CEOs such as Apple Inc’s Steve Jobs take just $1 
home, Chennai-based Sun TV Network's Chair- 
man and Managing Director Kalanithi Maran 
as well as his promoter-director wife Kaveri 
Kalanithi draw a remuneration of around Rs 32 
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To-Do List 


s Promoter-CEU's 
remuneration must 
be aligned to his 
past performance 


m Boards can intro- 





mandate minority 
shareholder 
on the board 

m Ratings agencies 
should give higher 





crore each (equivalent to 7 per cent of Sun's rev- 
enues and nearly double its net profit). *Pro- 
moters bring in the risk capital, set up the entity 
and take all the initial downside risks, says rat- 
ing agency Icras Managing Director P.K. 
Choudhury. "They are entitled to compensation 
within the legal and statutory framework" 

But promoter CEOs in most economies make 
little in cash compensation because the value of 
their firm also goes up as performance improves, 
says Hewitt Associates' Principal Shekhar Puro- 
hit, who is also the Asia-Pacific leader for execu- 
tive compensation and corporate governance. 

One way of ensuring that the remuneration is 
fair is to compare the total cost of the manage- 
ment team with the return it has delivered. This 
concept, called the 'tally sheet, is gaining 


ground in the US to decide the management 


team's remuneration in the future by assessing 
the value the team delivered in the previous five 
years versus the money it got paid. Hewitt's 
Purohit says Indian companies are fast moving 
towards pegging the fixed pay on the market 
median, while providing very aggressive com- 
pensation through short-and-long term incen- 
tives for performance. 


Do Not Wink At Hamstr 





If fiduciary and managerial accountability of 


senior executives is one issue India Inc. is grap- 
pling with, hamstrung boards is another. Even 
domestic investors are willing to wink at issues 
of corporate governance when they see a com- 
pany doing well. As a result, for “large promoter- 
run companies, corporate governance is merely 
an issue of compliance with regulations”, says 
Akil Hirani, managing partner of Majmudar & 
Co. Dissent on such boards is wrongly seen as 
questioning the promoters authority. 

Hence, a lot more needs to be done to en- 
hance the accountability of the executive man- 
agement to the board of directors and numer- 
ous stakeholders. One option is to bring greater 
discussion on external views on to the board 
through the concept of a ‘lead director’, some- 
thing that’s rarely practised in India. The con- 
cept is about independent directors forming a 
mini-board within the board of directors, meet- 
ing independently from the executive manage- 
ment to form their own discussion points and 
arguments to be put before the board. 

Among the rare companies that practise this 
is Mumbai-based Godrej Consumer Products, 
which has Mahindra & Mahindra’s CFO Bharat 
Doshi as the lead director on its board and also 
as chairman of Godrej CP’s audit committee. 
“Lead director adds to the independence of in- 
dependent directors on the board, which allows 
them to think freely,” says Godrej CP Chairman 


IH accountabil 





Adi Godrej. “Gradually, we'll implement lead 
director in the other listed company, Godrej In- 
dustries, as well" Godrej, incidentally, also con- E: 


ducts an annual audit of corporate governance ^ 


through rating agency Icra. 


Boards 

Boards can also demand that the agenda for the 
board meetings is not decided only by the execu- 
tive management, as is the case most often, but 
in consensus with the independent directors led 
by the lead director. This will ensure that the 
board doesn't discuss only the agenda that the 
management wishes to discuss, but caters to the 
external views on the company as well. 

Yet another suggestion is that Securities and 
Exchange Board Of India allow ratings agencies 
to give a higher weightage to truly independent 
boards. The same logic may apply to merchant 
bankers and analysts when rating an IPO so 
that they can take a more aggressive view of x 
companies with independent boards. However, 
the first opponent of this view is a rating agency 
itself. “I do not agree with this,” says Icra’s 
Choudhury. Besides, the image of investment 
bankers and ratings agencies has taken such a 
pounding since the collapse of the US financial 
system that there will be fewer takers for such 
suggestions for a long time. 

The government can also mandate appoint- 


Need for Proactive E 





ment of representatives of minority sharehold- 


ers on the board. Minority interest can be pro- 
tected only if the directors are appointed by the 
minority shareholders and not by the promot- 
ers or executive management. 

But eventually, as Tata Sons Executive Direc- 
tor R. Gopalakrishnan says, regulations can do 
only so much. Very often the problem is not the 


regulation as much as its implementation in ^* 


spirit. For instance, independent directors 
rarely speak their mind when they are in awe of 
iconic leaders. "What we need is a social trans- 
formation of boards, which is a work in 
progress, says Gopalakrishnan. 

Infosys Co-Chairman Nandan Nilekani 
agrees: “Level of corporate governance varies 
from company to company but there has been a 
dramatic improvement in ensuring transparency 
in the past decade. Many companies have re- 
alised that corporate governance enhances 
shareholder value” Perhaps, growing share- 
holder activism such as the one that forced the 


Rajus to junk the Satyam-Maytas deal are early > 


signs that when shareholders begin to call the 
shots, promoters are forced to listen to independ- 
ent voices more seriously. And that is just the be- 
ginning of responsible corporate governance. 


rajecodubey @abp.in 
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by Janhavi Abhyankar 


MDH's ad campaigns 
have struck the right 
chord with people 


are replacing stars 
air niall cL 
and cost-effective ads 


E is no Shah Rukh Khan. But he has 
been the face of a well-known spices 
brand in India for decades. Meet 86- 
year-old Mahashay Dharampal Ji, 
the founder of Mahashian Di Hatti 
(MDH). — a household brand name for spices in 
the country. The turbaned, bespectacled patri- 
arch of the “Deggi Mirch people” has always 
kept MDH ahead of competition (The company 
has over 80 per cent market share in the spices 
business). MDH swears by its ad campaign that 
it says is a perfect blend of exclusivity, personal 
touch and credibility. “Some companies have 
experimented with top management when in 


advertising 





trouble,” says Rajendra Kumar, exec- 
utive vice-president of MDH. “But 
we always thought Mahashay’s per- 
sonality gels well with the product 
and he can become the face of the 
brand.” The promotional strategy has 
managed to hit the right chords with 
the right people. 

MDH is just one example of com- 
panies that chose to go with the top 
brass to promote a brand. Many see it 
as a cost-effective way of getting the 
message across to potential and ex- 
isting customers or clientele. Coun- 
try Club India’s turnover was at a pif- 
fling of Rs 24 crore in 2003-4. It 
decided to feature its chairman and 
managing director, Rajeev Reddy in 
its ad campaign. There was no look- 
ing back on the profit of the enter- 
tainment and leisure conglomerate 
since then. Reddy says the company expects its 
turnover to be a healthy Rs 650 crore this fiscal. 

Reddy has no grandfather image like MDH's 
old man, but has the looks of a quintessential 
business executive with a receding hairline. So, 
what made the campaign work? Country Club 
believes that effective communication is the key 
to success in the hospitality business. The 
brand, it says, needed someone serious to push 
it forward. “The thumbs-up has become quite 
popular with our customers; says Reddy. It also 
saves on cash as the company currently spends 
just 8-10 per cent (around Rs 60 crore) of its 
revenues on advertising. It would spend an ad- 
ditional Rs 50 crore if it paid for a star endorse- 
ment. "Since it is my company, I promote it for 
free, and thus save on costs,” Reddy says. 

Reddy got himself photographed while scuba 
diving for an ad on adventure holidays. He 
doubts whether an actor would have taken the 
trouble to do that for him. 


In 2003, Pepsi got embroiled in a legal battle 
with the Kerala government, which banned its 
soft-drinks after Delhi-based non-governmen- 
tal organisation Centre for Science and Envi- 
ronment (CSE) alleged high level of pesticides 
in Pepsi's beverages. CSE's campaign, which was 
widely covered by the media, got the multina- 
tional into a crisis of confidence. 

The then CEO Rajeev Bakshi had to take over 


29 DECEMBER 2008 ] b BUSINESSWORLD 


P 





. Runs Oracle 
Data Warehouses 


10x Faster 


A 


The World's Fastest 
Database Machine 

















e Hardware by HP 


e Software by Oracle 


ORACLE 


oracle.com/exadata 
email oracleindia_in@oracle.com 
or call 1800 425 6725, 1800 3000 6725 
or 080 4029 1180/78/76/73 





10x performance improvement based on customer tests comparing 
average performance of Oracle data warehouses on existing customer 
systems versus HP Oracle Database Machines. Actual results may vary. 


Convriaht © 2008. Oracle. All riahts reserved. Oracle is a registered trademark of Oracle Corporation and/or its affiliates. Other names may be trademarks of their respective owners. 





SELF-PROMOTION: 
Rajeev Reddy of 
Country Club, modelling 
for the company 





the company’s promotional campaign to re- 
connect with its customers. Bakshi's re-assur- 
ing words in the commercial, “Pepsi is very safe. 
It’s safe for me and my children and so it is for 
you, did the trick. 

^When something technical needs to be com- 
municated to the customers, a serious person 
like a company CEO is more effective than a 
model,” says Atul Nath, co-founder and manag- 
ing director of Candid Marketing. 

So, when General Motors India’s president 
and managing director Karl Slym authorita- 
tively tells buyers the reason — a three-year free 
servicing scheme — to choose the Chevrolet, 
they sit back and listen. “We thought that some- 
one who heads the company would put across 
our message better than a brand ambassador. 
Says Ankush Arora, vice-president, in charge of 


- 


F ESO aia advertising 


sales and marketing at GM India, “It added 
credibility to the message.” 

Most advertising professionals agree that it is - 
finally about the brand ambassador’s emotional 
connect with the product and, hence, with con- 
sumers that works. 


Star Power 

There are some drawbacks of using a staid per- 
sonality, not recognisable by the average buyer 
for a promotional campaign. So, some such as 
Cadbury and ICICI Bank stuck to Amitabh 
Bachchan and Shah Rukh Khan respectively, 
even when they were in trouble. 

“If you like some actor, it is just another 
chance to see him on screen,” says Mumbai- 
based software engineer Supriya Bhade. “When 
company officials come on screen, I have to look 
for their names as they are not public figures. 
While it may be a good way to communicate, I 
frankly get bored.” 

Like Supriya, most do not know a company’s 
top managers, and don’t have any idea what they 
look like. Unless of course it is someone like 
Richard Branson, chairman of the Virgin Group. 
Branson has featured in popular television pro- 
grammes in the US such as Friends and Bay- 
watch, and is looked upon as an iconic figure. 

“While it sometimes helps to get a company’s 
top executives, in most cases it is best for any 
firm to use a local favourite,” feels Rajesh 
Jejurikar, managing director of Mahindra 
Renault. “We wanted to feature Logan as a car 
for someone cool, stylish and young, so we 
thought of using Kunal Kapoor. He is an up- 
coming artist and has done some off-beat roles 
in movies.” 

Rajiv Mitra, vice-president corporate com- 
munications at Hyundai, shares Jejurikar's ) 
view: “We have never used our CEO or MD for 
branding as we believe it won’t connect to the 
consumers here.” 

But the protagonist of a marketing campaign 
also needs to change with changing times as 
customers re-think their budgets and prefer- 
ences. Says Anand Halve, founder of Chloro- 
phyll, a brand and communications consul- 
tancy, “In times of downturn, it would make 
more sense to go for a serious character actor 
than a flashy Bollywood star.” 

Whether it is a star or a company CEO, mar- 
keting strategy is all about the right mix of rele- 
vance, effective communication and credibility. 
And whoever is able to deliver on all three 
fronts becomes the true ambassador of a brand. 
Meanwhile, CEOs are surely beginning to step 
out of boardrooms to pose for the camera. 


janhavi.abhayankar@abp.in 
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S P Jain's Global MBA gets even more global 
Now study in Singapore, Dubai plus Toronto 


Whether globalization is good or bad it is here to stay. 
Today's managers need to be trained on how to manage 
in this new world economy. 


As the only way to learn global management is to 
experience it, S P Jain's Global MBA program provides 
students an exclusive opportunity to study in 3 world 
capitals Singapore, Dubai and now Toronto. In each city 
the participants understand how business is done, 
familiarize themselves with regional regulations, cultural 
nuances and other vital aspects. An industry project adds 
an interesting and practical dimension to this learning. 


The courses follow a global curriculum and are taught by 
the finest team of professors from around the globe. The 
peer group consists of students from across the world, All 
these culminate in creating a truly global experience. 
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of leading corporate organisations 


Dubai:+9714 4291234 


**S P Jain claim based on research conducted by Nielsen UAE, field work dates: 12th May - 15th June 2008, sample size: 100, population details: HR Managers/Recruitment in-charge 


S P Jain enjoys very high rankings in India and was 
recently ranked #1 by A C Nielsen** among all 
institutions of higher learning operating in the UAE. The 
Toronto component will be done by York University's 
Schulich School of Business, Canada's #1 ranked B- 
School by The Economist, Wall Street Journal and 
Forbes. The Economist ranks it # 15 in the world 


The program is designed as a rigorous one year format 
which enables one to take just one year off work and 
rejoin the corporate world equipped with the enhanced 
knowledge, skills and personality required to be a global 
manager. 


S P Jain is renowned for placing all its students every year 
with the best companies in Singapore, Malaysia, China, 
India, U A E, Bahrain, Oman and Qatar. Given our new 
initiatives this list is fast expanding. 


Excited? For details visit www.spjain.org 


Last date for application - January 31, 2009 
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Disney’s 
second 
coming 

may prove 
to be more 
successful 
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GOING INDIAN: The 
Mickey Mouse Show in 
Delhi and Mumbai was 

the first live perform- 
ance in India initiating 

brand localisation 
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NARROWING THE GAP 


Disney's Hungama TV is neck-'n'-neck with 

Cartoon Network for the top slot 

Cartoon 

Network — Ey 24.25 
3 10.50 
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Nickelod = 
NN 20.50 
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Disney 2.25 
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*Disney's channels #Turner Broadcasting's channels TG: CS 4-14 yrs 
Channel percentage share in Hindi Speaking Markets 
Source: TAM Peoplemeter System 


THE $35-BILLION WALT DISNEY COMPANY, THE 
world’s second-largest entertainment company 
(after Time Warner) and arguably the most 
iconic American enterprise, is betting on India 
to drive its long-term global growth since 2005 
under its new leadership, and has sought to 
leave behind the much-touted but failed at- 
tempts to get a firm foothold in the country. Af- 
ter acquiring the Hungama channel from UTV 
Software Communications in July 2006, it has 
now quietly sealed a set oflow-profile deals to 
buy a 60 per cent stake in the Rs 600-crore 
Indian company. 

Disney, which already had a 32.1 per cent 
stake in UTV, recently picked up another 22 per 
cent from asset management companies such 
as Fidelity. UTV Chairman Ronnie Screwvala, 
however, insists that he still retains manage- 
ment control. “Disney and I have a sharehold- 
ers agreement according to which they cannot 
take their shareholding past 32.1 per cent for 
the next four years starting from the end of the 
open offer,’ he wrote in an email response to 
BW. He also points out that Disney's voting 
rights cannot exceed 32.1 per cent during that 
period. Walt Disney India Managing Director 
Mahesh Samat agrees: *(Our stake in) UTV is 
just an investment” 

The fact is, Mouse House has upped its stake 
in recent days through the mandatory 20 per 
cent open offer as well as through creeping ac- 
quisition to become the majority partner with a 
59.94 per cent holding. Screwvala accepted that 
this was indeed Disney's current holding. 

Yet, regardless of the intent of Disney's stake, 
it has become the first foreign media company 
to take a majority stake in a large Indian inte- 
grated entertainment group. With Disney set to 
" become a major player, domestic entertainment 
companies — suffering from mediocre content 
creation and a falling advertising market — will 
have to quickly get their act together. Not only 
does Disney inherit a slice of Bollywood from 
UTV — blockbusters such as Jodhaa Akbar and 
Race — it also plans to produce many more 
films in what was until now primarily a locally 
driven film industry. 

Around Diwali this year, the 
first signs ofthe Disney phenome- 
non became apparent. Its anima- 
tion film, Roadside Romeo, a co- 
production of Disney and Yash 
Raj Productions, effectively jos- 
tled for box office attention with 
big releases such as Karzz and He- 
roes. Significantly, the story of the 
lover-dog Romeo came in crisp 
Bollywood packaging, with the 
lead voice belonging to Saif Ali 





EXECUTIVE SUMMARY 


@ Disney has put its 
finger in many pies in 
a bid to revamp its 
strategy in India 


@ |norganic growth strat- 
egy for Disney in broad- 
casting has got it 38 
per cent channel share 


Khan, and the sleek, silken-haired Laila voiced 
over by Kareena Kapoor. But it was the villain 
that had the real Disney touch. Charlie Anna 
starts off as a fire-breathing Javed Jaffrey, and 
then melts into a simpering, loveable tragi- 
comic character by the end of the movie. 

Roadside Romeo ended up incurring a loss, 
but that does not worry Disney, “We are not 
looking for great returns, Larry Kaplan, execu- 
tive vice-president and general manager of Walt 
Disney Studios Motion Pictures International, 
told BW shortly before the movie's release in 
Los Angeles. 

Indeed, despite being in India for the past 15 
years, Disney India is yet to breakeven but, as 
Kaplan says, “the aim is to extend the Disney 
brand". The company that earned a net profit of 
$7.83 billion on revenues of $35.51 billion glob- 
ally in 2007 can probably afford to wait a while 
for real success. 


Stretching The Brand 

In India, Disney has just launched a slew of con- 
sumer products such as talcum powder and 
baby oil under the ‘Disney Baby’ brand. The 
Rs 800-crore market for such products is domi- 
nated by Johnson & Johnson in India, but Dis- 
ney hopes its aggressive marketing will allow it 
to grab market share right away. 

According to Samat, Disney's consumer 
products business is the second largest after its 
media networks division that includes its 
broadcasting business. The business model is 
built on the back of tie-ups with franchisees. 
“We have more than 100 licensees stretching 
from Nerolac Paints to Popley's fine jewellery 
that has brought out the ‘Princess’ range of Cin- 
derella and Ariel jewellery" says a Disney 
spokesperson. Disney has also launched a string 
of branded products such as honey and jams 
with Dabur and Unilever's Kissan. 


Flight Of The Mouse 
In charge of Disney's India strategy is Andy 
Bird, president of Walt Disney International. A 
veteran of many Asia campaigns, Bird now 
heads Disney's operations outside the US, and 
directly oversees the Indian arm. 
Sipping a Diet Coke while survey- 
ing the sprawling 13-acre Disney 
campus in Burbank from his con- 
ference room, Bird says, "The Dis- 
ney brand has carried over three 
generations. We have arrived." 
Bird's brief from Disney CEO 
Bob Iger is simple — increase Dis- 
ney's business in the non-US mar- 
kets, including western Europe, 
Asia and Latin America, a turn 
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GLOBAL STAKES: 
CEO Robert Iger (top) 
has increased Walt 
Disney’s stake in 
Ronnie Screwvala's 
(centre) UTV to 
strengthen its Indian 
venture led by 
Managing Director-India 
Mahesh Samat (bottom) 





DISNEY GOING 
EAST 


The past three years 
has seen Asia account- 
ing for a larger share 
of Disney’s revenue 
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that began when Iger took over from long-serv- 
ing CEO Michael Eisner in September 2005. 
While non-US markets account for around 23 
per cent of Disney’s overall revenues, Asia con- 
tributes just 5 per cent. 

Bird's experiences in Asia's two biggest mar- 
kets, China and India, have been different. 
“China is a difficult media market,” he says. “It 
allows only 20 foreign movies a year, and no for- 
eign animation.” India, on the other hand, pres- 
ents Asia's largest market outside of Japan for 
movies, television broadcasting and cricket. 

It is not without reason that Disney has in- 
vested Rs 1,540 crore in piecemeal acquisition 
of the UTV stake. Add to that its acquisition of 
Hungama TV in 2006 and its investments in 
Bollywood movie-making, and we have Disney 
pumping in close to half a billion dollars to 
prime up its Indian entertainment business in 
recent months. 

While both News Corp and Time Warner's 
Turner Broadcasting scaled up fast, after enter- 
ing India in 1993-94, Disney was left behind. 
The company stepped in gingerly in 1993, ina 
51:49 joint venture with Modi Enterprises — led 
by Lalit Modi, now the brain behind cricket's In- 
dian Premier League — called W.D. Products 
India for marketing Disney’s consumer prod- 
ucts. But with Mickey, Minnie and Pluto out of 
circulation since the comic book days, Disney 
found few takers for its merchandise. 

As for launching new channels, “They waited 
till the broadcasting environment opened up in 
2000,” says Pratik Basu, former CEO of Buena 
Vista Television India, another Disney-Modi JV 
created in 1994 to place Disney animation series 
on television channels. 

But when Disney moved to launch The Dis- 
ney Channel in October 2001, Modi pulled out 
Press Note 42, which specified that a foreign 
company could not start a business in the coun- 
try rivalling an existing JV without a no-objec- 

tion certificate from its Indian partner. The 
information and broadcasting ministry and 

the Delhi High Court upheld Modi's con- 

tention. It finally took a few million dollars 

and the intervention of Disney's London 
office to buy out Modi. 

On 1 July 2004, Walt Disney (India) finally 
came into existence and launched two 
television channels — The Disney 
Channel and Toons Disney. But 
by that time, Turner’s Cartoon 


FOCUSING ON INDIA: Disney 
International President Andy 
Bird expects better returns 
from India than China to make 
it profitable in the region 
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Network and its second channel, Pogo, had cor- 
nered 70 per cent of the kids' entertainment 
market. The initial two years as an independent 
entity were quite stark, with its market share at ^ 
2-3 per cent. Bird takes a philosophical posture 
to the company losing out in the initial years: 
"Yes, there has been some delay, but this busi- 
ness is like running a marathon." 

Some see Disney's business conservatism as a 
definite plus. “In the current meltdown, Disney 
has slipped the least among the big entertain- 
ment companies,’ says Farokh Balsara, Ernst 
& Young's national sector leader for media 
and entertainment. 


Acquire And Rule 

To scale up, Disney applied its time-tested pre- 
scription of horizontal growth through acquisi- 
tions. The one company that it set its sights on 
early was UTV. "Their attraction was the diver- 
sified nature and the fact that all our five verti- V 
cals — television content, movies, Web and 
digital, broadcasting, and gaming — are very 
much their model in North America,” 
says Screwvala. 

Disney's purchase of Hungama — which had 
a 15 per cent share of the kids' entertainment 
market — from UTV for Rs 180 crore, though 
considered expensive then, was a masterstroke. 
Combined with the vastly improved perform- 
ances of The Disney Channel and Jetix, Disney 
raised its share from the poor 2-3 per cent in 
January 2005 to around 38 per cent in Septem- 
ber 2008, marginally behind Turner Broadcast- 
ings 42 per cent notched by Cartoon Network 
and Pogo (see table ‘Narrowing The Gap’). 

And now, Mouse House has upped its stake in 
UTV. With the stockmarket in a nosedive, the 
22 per cent stake is estimated to have cost 
Disney just Rs 670 crore. E 

Could Disney take management control of 
UTV in the near future or will it have to wait 
out the four-year share-holding freeze? Corpo- 
rate history has repeatedly proven that man- 
agement control closely follows the footsteps of 
the majority equity stakeholder, and Disney is 
unlikely to be an exception. Moreover, Screw- 
vala' track record — he incubated brands such 
as the Tamil channel Vijay TV and Hungama 
TV only to sell them at an opportune time — 
supports the view that Disney will take control 
sooner rather than later. “Disney will want to 
consolidate UTV's results sometime soon,” < 
points out Balsara. 

Disney has also invested about $30 million in 
UTV subsidiaries such as UTV Global Broad- 
casting that owns a few newly launched enter- 
tainment channels including Gen X, Bindass, 
World Movies and UTV Movies. 
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ON-GROUND PROMO- 
TION: Disney has shift- 
ed its focus to mass 
marketing with its mer- 
chandising work with 
licensees and retailers 
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Creating The Indian Disney 

Roadside Romeo is Walt Disney’s first truly desi 
production with all the local nuances. The 
‘moonceepalty’ dog vans and the streets the 
movie features could be straight out of Mum- 
bai’s Kalbadevi or Delhi’s Chandni Chowk. 

“We want to participate in the Indian cinema 
scene, but rather than stamping our Disney 
brand, we want a niche in the Indian film-mak- 
ing community,’ says Bird. Disney will produce 
five movies over the next 18 months: a yet-un- 
named second animation movie with Yash Raj 
Films and four live action films — one called 
Zokomon directed by Satyajit Bhatkal and 19th 
Step, which will cast Kamal Haasan. 

The Mickey Mouse Show, Disney’s first live 
performance in India shows that the brand’s 
localisation is complete. In the second half of 
the show, Mickey, his sweetheart Minnie, Don- 
ald Duck, Goofy and Pluto emerge from back- 
stage in traditional Indian dresses, dancing to 
tub-thumping Bollywood numbers and even 
frying jalebis in a sweetmeat shop. 

The India push is also being backed by inte- 
grating all the Disney operations under one cor- 
porate structure. This is in contrast to the nor- 
mal Disney format of keeping all its vertical 
businesses — studios, broadcasting, new media 
and consumer products — in separate silos. 


Roadblocks Ahead 

At the same time, the crowded kids’ channel 
space is getting even more congested. In April 
2007, southern powerhouse Sun TV launched 
its own kids’ channel, Chutti TV. The Viacom- 
Network 18 JV has used a mix of international 
shows and local programmes on Nickelodeon, 
to raise the channels market share from a pif- 
fling 2-3 per cent to 20-22 per cent. “The num- 
ber of channels is unsustainable,” says Bird talk- 
ing of the Indian television industry. “There will 
have to be a rationalisation.” 

Also, though as a segment, kids’ channels (5.2 
per cent of the total television audience) have 
overtaken sports channels (3.2 per cent) and 
Hindi news channels (4.2 per cent), in terms of 
attracting advertising, the latter two beat them 
hollow. “The kids’ channels have grown the 
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audiences, but not the ad pie,” concedes Monica 
Tata, vice-president for ad sales and networks at 
Turner International. 

The pressure will further increase as the eco- 
nomic slowdown becomes more pronounced. 
Says L.V. Krishnan, CEO of TAM Media that 
tracks advertising on various media platforms, 
“This year it has been a healthy growth of 15-17 
per cent for television ad revenues, but the 
slowdown may be felt after January when the 
contracts are not renewed.” TAM Media data 
shows that television advertising purely in vol- 
ume terms fell 21 per cent in November this 
year compared to the previous month. 

In 2001, trying to calm a traumatised nation 
after the events of 9/11, US President George W. 
Bush had said in a nationally-televised address: 
“Don't panic. Go visit Disneyland.” Sadly for us 
ever-stressed Indians, Disney’s India strategy 
has no place for a theme park in the country yet. 

“Disney’s theme park model is built on gov- 
ernment support and subsidies. Both the Hong 
Kong and Tokyo Disney parks have had the gov- 
ernment putting up the land and infrastructure. 
In the case of Hong Kong, the initial govern- 
ment investment was as high as 55-60 per cent 
when its equity holding is barely 20 per cent,” 
says Ashok Goel, founder president of the In- 
dian Association of Amusement Parks & Indus- 
tries and president of Essel World. “In India, 
Disney cannot get that kind of support. Politi- 
cians see theme parks as commercial enterprise 
to be taxed and profited from.” 

Theme parks and resorts account for nearly 
one-third of Disney's global revenues — $10.63 
billion in 2007 — but it believes theme parks 
will not be viable in India. “We are only four 
years old here,” says Samat. “Our growth story 
in building a family entertainment brand in In- 
dia comes from media networks, consumer 
products and studios — in that order.” 

The wait for ‘Where Dreams Come True’ — 
the tag line for Disneyland theme parks — may 
be a long one for the ordinary Indian. But then, 
there is a lot else to look forward to from the an- 
imated world of Disney. 


gurbir.singh@abp.in 
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C&S Electric is amongst India's leading power equipment manufacturers. 
, Its products are used in systems for power generation, transmission, 
distribution, and final consumption — across India and in over 73 countries 
around the world. The merger will bring in further scale, 
strength and synergy, for the benefit of all stake holders. 


www.cselectric.co.in 


maverickindia.net 
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Global Commentary 


Be A Limited 
Centrist 


by paul samuelson 


IT IS AN OLD STORY WHEN AN UP BUBBLE IN REAL 
estate is followed by a down bubble. Maybe 
soon after humans left their caves, that cycli- 
cal process began. However, what caused the 
chaotic meltdown in Wall Street and around 
the globe this time was an utterly new factor 
— namely that this bust in home construc- 
tion and mortgage borrowing impinged on 
the new Frankenstein inventions of mathe- 
matical financial engineers. 

Virtually no pundits in Wall Street under- 
stood the strange things that were happening 
from week to week. Investment banks like 
Goldman Sachs and Morgan Stanley, as well 
as huge ordinary banks such as Bank of Amer- 
ica, suddenly discovered that their debts had 
soared way above their available assets. 

Oddly, actions on Main Street, where peo- 
ple look for jobs and hope to earn enough in- 
come to both save for rainy days and eventual 
retirement, were slow to fall much in 2007 
and 2008. But by now, as sure as the sun sets 
at night, Main Streets all over the world are 
hurting a lot. According to forecasters at the 
International Monetary Fund and the World 
Bank, the worst is still to come; and it may 
last longer than anything since the 1929-39 
years of the Great Depression. 

As a macro economist, I try to keep an eye on financial 
markets and on how central banks react to try to lean against 
the adverse winds of speculative markets. That occupies my 
mathematical mind. But more importantly, what occupies 
my heart as a scholarly economist is what is likely to happen 
to families in the first years of Barack Obama’s presidency. 
How will he repair the damage from eight years of George 
W. Bush’s bungling? I must agree that government bailouts 
were necessary to forestall a complete economic collapse. 
President Franklin Roosevelt discovered that in his first 
1933 post-inauguration week. But as the New Deal leader 
who saved the capitalistic system, Roosevelt learnt that 
those bankers, after being saved, firmly refused to venture 
into making loans to risky businesses and families. 

How then did the New Deal succeed in wiping out most 
unemployment by 1939? Today’s economists under 60 years 
of age have forgotten the answer to that question — if indeed 
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they ever did know the true answer. 

Actually, neither the Federal Reserve nor 
the Bank of England did the heavy lifting that 
restored high employment and healthy 
growth in real gross national product by 
1939. Why not? Early on and for much of the 
1930s, central bank interest rates had 
dropped to nearly zero. Actually, as I write, 
The Wall Street Journal carries the story that 
US prime, safe, 90-day Treasury Bills clear 
the auction market at a zero (!) rate of inter- 
est. That means Obama starts out in a liquid- 
ity trap much like that which has been keep- 
ing Japan in a 1991-2008 slowdown. 

To hone in on my main point, current evi- 
dence and past economic history suggests 
strongly that during the Obama presidency it 
will be massive doses of deficit fiscal spending 
that will pull Europe, America and Asia out of 
the post-meltdown slump. Only after that 
will the Federal Reserve's normal tools begin 
to be restored to potency. 

The new President will be splashed with 
contradictory advice. Here is my suggestion: 
Seek the middle way by being a centrist. 
That's not because you can't make up your 
mind. On the left are the failed notions of 
Marx, Lenin, Stalin, Castro and Mao. On the 
right are the extremist libertarian views of 
the post-Reagan crowd. Yes, market systems 
alone can preserve this millennium afflu- 
ence and progress. However, unregulated 
markets will generate their own demise, as 
we have seen. 

Centrists are doomed to have to make 
compromises. In good times, it can be folly to 
keep bumbling Detroit auto companies in 
business. (Harvard's Joseph Schumpeter 
called this “capitalism in an oxygen tent”) When rates of un- 
employment swell to 10 per cent or above, a different deci- 
sion might be justifiable. Dropping newly printed green- 
backs from helicopters can be one way to generate growth. 
However, spending that new currency on roads to some- 
where will be better than roads to nowhere. 

Moral: Be centrist in your decisions about helping the 
poor as well as the middle classes. Females and Hispanics 
and others who come late to the feast deserve justice in the 
centrist court. 

Those who presume to give advice become boring fast. Still, - 
I will offer a final important caveat. A centrist must, of neces- 
sity, bea "limited" centrist. A centrist can be successful only in 
a limited degree to lessen the inequalities that are inevitable 
in a market system. That's far from abolishing most inequality. 
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ACHARYA INSTITUTE OF MANAGEMENT & SCIENCES 


EMPOWERING MINDS 


ADMISSION 
NOTICE 


AIMS established in the year 1994 nurtures & supports a unique 
system of education structure on values and companies the tenets 
of academic excellence with corporate professionalism. 


The primary objective of education at AIMS is to create dynamic 
leaders in the corporate sector, entrepreneurs, academicians, 
researchers and professionals who contribute to the development 
of society and the nation at large. 


Various programs at undergraduate & Postgraduate level in the 
areas of management and Hospitality & Tourism, IT and Humanity. 


100% placement assistance is given to the successful and eligible 
graduates through well established and strongly networked 
departments of corporate and public relations. 


one year of work experience 
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Short-listed candidates based on MAT will have to appear in the E53 


AIMS selection round at various centers in India or at the institute. 
Candidates with minimum of one year work experience are 
given weightage 
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PGDM & PGDITM are 2 year 
Delhi and jointly approved by AICTE, Dist. Education council, 
Ministry of HRD, Govt. Of India 


Ist Cross, Ist Stage, Peenya, Bangalore - 58, INDIA. 
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SESSION 


Best B-School Jury Award 
(Deccan Herald B-School Awards, 2008) 


42" Best B-School in India 
(Outlook B-School Survey, 2008) 


Best College Entrepreneurship Education for the year 
2008 by NITIE (National Institute for Training in 
Industrial Engineering) 


5" Best in Bangalore and 6" Best in Karnataka among 
the private B Schools 
(CSR-GHRDC Survey, 2008) 


Ranked 15" Best in South India and 34" Best Private 
B-School in India 
(CSR-GHRDC Survey, 2008) 


Category 'A' B-School 
(Business India 2007 & 2008, AIMA-IMRB 2007 & 2008) 


No. 1 Private Hotel Management Institute in Bangalore 
(CSR-GHRDC Survey 2007; September 2007 & 2008) 
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JARAT 





Gujarat, located on the mid-west coast of the Indian 
subcontinent is a state that is propelling India’s growth. The 
state has consistently exhibited higher growth rates than 
the national growth average. In fact, it is growing faster 
than some of the Asian economies. The state has steadily 
clocked an average growth rate of more than 10% for the 
last five years. Given such a growth record, it has emerged 
as one of the most prosperous and promising states of 
India. The last few years have seen the state transform and 
compete with developed nations on equal footing. 


As one of the most industrialized states in India, Gujarat 
has been playing an increasingly critical role in making 
India shine. Besides labour harmony, infrastructure 
development, social reforms, investor friendly climate, 
transparent policies and prudent fiscal management, 
which have contributed to the growth of the state 
economy, it is the entrepreneurial nature of the people of 
the state which has gone a long way in making the Gujarat 
story a successful one. 


P et ~ 
ibrant 
GUJARAT 


Global Investors’ Summit 


12-13 January 2009 


The Growth Engine of India > 


The state accounts for 12% of the total investments filed 
through IEMs and its share in the industrial production 
of the country is 13.2%. It has a share of 20% in India's 
export basket. 


Today, the state has a well-diversified industrial base, from 
agro to petrochemicals based industries. The state boasts 
of one of the world's largest grass root petroleum refineries 
at Jamnagar. Gujarat is an established leader in textiles, 
engineering, automobiles, chemicals, petrochemicals, 
pharmaceuticals and drugs, dairy, cement, ceramics, gems 
and jewellery, to name just a few. 


Its efforts towards gas exploration in Southern India and 
elsewhere have met with success. Gujarat will have a very 
large quantum of gas availability, which will be put to 
productive economic use, through an integrated gas grid 
of 2200 kms that is being laid. 


Gujarat is the only state in India to have a law offering 
complete labour flexibility in SEZs and provision for easy 
entry and exit. It, thus, provides both the key conditions, 
which investors worldwide keenly look forward to before 
taking a decision to invest their capital. 


A frontrunner in implementing reforms, Gujarat also leads 
the way in privatisation. 'Disinvestment' is a way of life, 
with more than a dozen PSUs privatised or restructured. 


Gujarat - Spearheading India 


Gujarat has been spearheading the national progress on 
socio-economic fronts. The state constitutes only 696 of the 
geographical area of India and 596 of the total population. 





“Welcome to 
Gujarat, 
Asia's 
Emerging 
Business 


Hub” 


Shri Narendra Modi 
Chief Minister, Gujarat State 





But its contribution to the national economic and financial 
indicators marks it out as a prominent player. 


According to the Reserve Bank of India (August 2008), 
Gujarat ranks 1st with a proposed investment of USD 152 
billion in 100 projects accounting for approx. 22% of total 
investment in India. Deutsche Bank Research shows that 
Gujarat ranks 1st in ‘Regional Scoring' among 27 states in 
India and offers the most favourable outlook for the 
growth of demand for infrastructure projects. 


Vibrant Gujarat Global Investors' Summit 2009 
An opportunity you cant afford to miss 


The Government of Gujarat along with CII (Confederation 
of Indian Industries) is organizing the 4th Global Investors 
Summit on 12"-13" January 2009. Aimed at bringing 
together business leaders, investors, corporations, thought 
leaders, policy and opinion makers; the summit serves as a 
perfect platform to understand and explore business 
opportunities in the state of Gujarat. A biennial event, 
Vibrant Gujarat Global Investors Summit has had 
resounding successes in the past attracting several 
companies from Asia and Europe to establish their 
presence in Gujarat. The 2003 Global Investors Summit 
was held coinciding with the glorious Navaratri Festival 
where a total of 76 MOUs worth USD 14 billion were 
signed. The 2005 summit saw signing of 226 MOUs 
garnering an investment of USD 20 billion. The year 2007 
summit, attended by industry majors like Tata, Birla, 


Why Gujarat? 


e Fastest Growing Economy 
e Strategic Location 
e Business Friendly Policies 


e Robust Physical, Social & Industrial 
Infrastructure 

e Quality Manpower 

əÜ Abundant Natural Resources 

e High quality of life, low cost of living 
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Reliance, Shell, General Motors, ICICI to name a few 
resulted in signing of 675 MOUs worth USD 152 billion. 


Gujarat is confident of effectively administrating the 
anticipated surge of investments, having handled large 
investments from the last two summits with aplomb and 
converted them into concrete businesses. This has been 
possible due to an effective Single Window Mechanism for 
fast track facilitation and monitoring of projects through a 
government organisation - Industrial Extension Bureau - a 
pioneer organisation that is considered a model for 
promotion of industry and investment among the other 
states in India. 


This year's summit coincides with the state's world famous 
festival Uttarayan. In Gujarat, Uttarayan is celebrated as 
the Kite-flying Day. During the occasion, an International 
Kite Festival will be organized in Ahmedabad, Vadodara, 
Rajkot and Surat. Kite flyers from different parts of the 
world would display their skills in kite flying. 


Vibrant Gujarat Global Investors' Summit 2009 will truly be 
investors' paradise. 
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For A Better 


Currency 
futures 
market will 
need a 
push from 
brokers 


REALITY CHECK: 
The currency futures 
market allows more 
clarity and competition 
than the OTC market 
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Future(s) 


by Rajesh Gajra 


EXCHANGE-TRADED CURRENCY FUTURES MARKET 
is four months old. Trading in this market 
started off on a promising note (see ‘Steady But 
Slow’). But it is facing tough challenges and has 
many bridges to cross before volumes become 
comparable to those at the 15-year-old over- 
the-counter (OTC) currency forward market. 

Currently, the exchange-traded currency fu- 
tures market sees volumes that are just 4-8 per 
cent of those in the OTC forward market. The 
OTC market is a private market, where informa- 
tion vendors such as Reuters collate currency 
forward prices from banks and primary dealers 
to show to subscribers. But the trades get exe- 
cuted directly between the buyer and the seller 
through telephone, email or fax. 

“The main challenge is the lack of domain 
knowledge in currencies.” says Arindam 
Chanda, vice-president for products and mar- 
keting at Kotak Securities. And so, the broker- 
age company is busy organising seminars, con- 
ducting trade demonstrations and making 
Web-cast events for its clients. 

The bear phase in equities is adding to the 
woes. “Because their core market, that is, equi- 
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ties, is not performing well, 
brokers’ foray into currency fu- 
tures is taking a backseat,” says 
Rekha Shah, CEO of Analyze n 
Control (AnC), a consulting 
firm in financial services space. 
"Currency futures market is 
also facing our traditional 
lethargy for everything new? 
says the head of treasury at a 
public sector bank, which is 
one of the largest dealers in 
OTC currency forwards and 
now a member on the currency 
futures segment on the Na- 
tional Stock Exchange (NSE). 
Yet, in quite some numbers 
among the 1,000-odd ex- 
change-traded currency fu- 
tures brokers on the NSE, the 
Bombay Stock Exchange and 
Multi Commodity Exchange, 
there has been a concerted ac- 
tion to understand the para- 
digm shift they would have to 
make for their exchange- 
traded currency futures offer- 
ings. The competition among 
the three exchanges is also 
providing the necessary push. 
This is the first time that 
banks have been permitted to 
have direct membership in 
exchange-traded derivative 
space. In equities and commodities derivatives, 
they can enter only through their subsidiaries. 
"Brokers must realise that they cannot sell ex- 
change-traded currency futures like a pure 
trading product to their existing clients. They 
are competing with banks, which are far ahead 
in the knowledge curve in currencies,” says 
Shah of AnC. 


PHOTOGRAPH: TRIBHUWAN SHARMA; IMAGING: SATKAR J. YONZON 


AnC and the Association of NSE Members of 


India had organised a workshop on currency fu- 
tures in October. Speakers at the workshop 
highlighted the advantages of exchange-traded 
currency futures for small and medium-sized 
enterprises (SMEs), which export, import or 
both. In the exchange-traded currency futures 
market, traders have access to price and liquid- 
ity information, can trade small-sized lots, 
(minimum trading lot of $1,000 compared to 
$250,000 in case of OTC). Also, daily marked- 
to-market margins help reduce risk. Moreover, 
to trade on the currency futures market, one 
does not need prior exposure to the forex mar- 
ket unlike in the case of OTC market where 
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“STEADY BUT SLOW 


Bearish equity markets put a ie on exchange-traded 
currency futures' volume growth 
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Reserve Bank of India (RBI) mandates it. 
SMEs and other players with forex exposure, 

in the past two years, have had a taste of how 

volatile the international forex markets can be. 

From January 2007 to November 2007, un- 

hedged exporters were badgered by the rise in 

rupee exchange rate (vis-a-vis the dollar) from 

Rs 44.21 to Rs 39.31. Suddenly, from April to 

November this year the rupee began depreciat- 

ing against the dollar. It fell from Rs 39.96 to 

Rs 50.12. SMEs are the worst hit as OTC cur- 

rency forward desks of banks and primary deal- 

ers are not keen to serve them as they cannot 

bear the high commissions charged. “Big com- 


panies can bully the banks, but 60 per cent of 


importing or exporting companies are SMEs, 
who get jammed by high card rates of banks,” 
said Sandeep Diddi, executive director for fixed 
income at Morgan Stanley India. 

But still, SMEs have not yet taken to currency 
futures in a big way. Partly because they do not 
understand the market well. These enterprises 
have many misconceptions. For instance, SMEs 
consider cash-squared currency futures con- 
tracts costly. “Most exporters here go for deliver- 
able OTC currency forwards, whereas in ex- 


changes the currency futures contracts have to 


be settled in cash and not delivery,’ says 
K. Ilango, joint managing director of Coimbat- 
ore-based RSM Autokast, a medium-sized auto 
components' manufacturer and exporter. An 
NSE official, however, says delivery-based settle- 
ment in OTC forwards is not cheaper than cash- 
based settlement in currency futures contracts. 
The knowledge sharing by brokers may dis- 
pel doubts and bring more clarity. Coimbatore 





Capital Chairman and NSE currency futures 


~~ member D. Balasundaram says, “We conducted 


seminars at Coimbatore and Tirupur, giving out , 
brochures and information on hedging using ^ 
currency futures. We are also installing view- 
only NSE currency futures trading terminals in 
our SME clients' offices" 

Some of these new clients, particularly ex- 
porters, are already active in exchange-traded 
currency futures. "Our new clients on our NSE's 
currency futures offering exporters and im- 
porters mainly from Tamil Nadu and Andhra 
Pradesh. And about 300 trader-clients are en- 
tering trades every day,' says C.J. George, man- 
aging director of Geojit Financial. But many of 
these clients are professional equity traders who 
are attracted by the volatility in dollar futures. 

Besides SMEs, brokers can target companies 
which are neither exporters nor importers, but 
are still exposed to fluctuations in international _ 
currencies. As Diddi of Morgan Stanley points ¥ 
out, “A lot of domestic-sales companies are ex- 
posed to prices of commodities such as metals 
and oil where local prices are influenced by the 
dollar or euro rates of these commodities inter- 
nationally.’ Also, individuals who can invest or 
spend the rupee equivalent of $200,000 in 
international assets, products or services 
will need to hedge themselves in a volatile cur- 
rency market. 


gulatory Snags 

A few regulatory restrictions need to be re- 
moved to add depth to the currency futures 
market. To begin with, the futures contracts 
should not be limited to dollar-rupee hedging 
only. Exporters and importers, who need fu- 
tures contracts the most for hedging, are in- 
creasingly exposed to non-dollar currencies w 
such as euro, yen, renminbi and pound. “Many 
exporters have 60-90 per cent of their billing in 
euros, says Balasundaram. 

Restriction on participation of foreign institu- 
tional investors (FIIs) and non-resident Indians 
(NRIs) is another hindrance. Even primary 
dealers are not allowed to become members of 
exchange-traded currency futures. “A good way 
to make a market succeed is to put all kindling 
(in case of exchange-traded currency futures 
permission for FIIs, options, rupee-euro, etc.) 
into the fire right at the outset,” says Ajay Shah, a 
senior fellow at the Indian Institute of Finance. 

It is, however, not too late. RBI and Securities. 
and Exchange Board of India — need to do their 
bit to help exchange-traded currency futures 
survive in hard times, and compete with the 
OTC currency forward market. 
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RAISING GROWTH MOMENTUM 


Transafe Services Limited is one such 
premier logistics player that is moving 
ahead with its projects in times of economic 
meltdown owing to constant focus, balance 
in the concept of multi-modal transport 
and high efficiency level. 


4 G K I 


Managing Director & CEO 


A major logistics giant that has revolutionized the 
Indian logistics industry and will remain unaffected 
by the recent economic slowdown is Transafe 
Services Limited of Kolkata. The organization has 
a worldwide reputation of being the largest makers 
of freight containers and has been instrumental in 
conceptualizing container cargo movement in the 
country. Right from containerization to multi-modal 
transport, the organization signifies a wide interface 
on the logistics turf. It also operates the largest fleet 
of refrigerated trucks and trailers-with warehouses 
and cold storages through its strategic business 
unit known as Glacio Cold Chain Logistics. So what 
has been the hallmark of the organization that will 
not feel the pinch of economic recession? “Our 
organization has always been working on new 
products,” quips G K Mukerjea, Managing Director 
and Chief Executive Officer, Transafe Services 
Limited. 

The logistics player specializes in leasing, designing, 
developing, manufacturing and transporting high 
quality containers across the world. Explains a 
confident G K Mukerjea who has been associated 
with the organization since 1995, “Our logistics 
company provides comprehensive integrated 
solution for bulk liquid transportation. The complete 
shift in multi-modal transport system began in 2006 
and the system serves as the best solution for 
logistics industry. We lay a lot of emphasis on 
designing containers that not only meet the 
demands of the industry but also allow flexibility in 
handling containers.” It's been past three years 
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that Mukerjea has been 
serving as the CEO of the 
organization and believes in 
moving aggressively in difficult 
times. 


Some of the big brothers of 
the industry who form the 
dedicated customers of the 
logistics player have been 
Concor, Oil and Natural Gas 
Commission and Defence 
Services. 


Moreover, the organization 
churns out business orders 
with those corporate groups 
where it feels comfortable. 
Says G K Mukerjea, “When | took over as CEO, it 
was Rs 25 crore company and soon it became Rs 
50 crore group next year. At present, we are eyeing 
to make it Rs 130 crore. With a total strength of 
125, the efficiency level of our company is assured. 
Our biggest challenge has been to keep growth 
rate intact with the available working capital and 
we do maintain a healthy ROI and PAT. 


The success mantra of the key logistics player has 
been to keep constant focus and balance on the 
concept of multi-modal transport system. Coastal 
shipping is going great guns in India and the logistics 
companies have caught up with the trend. “The 
east has a vast repository of natural resources like 
coal, steel, tea and minerals. Dedicated freight 
corridor will give a big boost to the traffic and when 
ports start operating in full capacity, the region can 
contribute immensely to the logistics industry of 
India,” feels Mukerjea. 


With the fallout in global banking and finance sector, 
there has been a huge problem in cash flows in 
industrial scene of India. “The service industry like 
airlines and hospitality sectors will steer ahead of 
the financial meltdown. Other sectors like railways 
and container operators are going ahead with their 
plans. With the steel prices dropping, we have to 
do a bit of cost-cutting exercise. Moreover, this is 
just a passing phase and with sound governance, 
the industry will be able to get out of the crisis. The 
government needs to look at industry in a way that 
it can sustain for a long period”, avers Mukerjea. 
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by edwin cameron 





to be withdrawn. 
Gender bias against women permeates 


throughout Africa, and women are usually - 


blamed for bringing HIVi into a relationship. 
This popular misconception springs, at least 
in part, from the fact that women are 
more likely to know their HIV status be- 
cause they are routinely tested for HIV at 
maternity clinies when they seek pregnancy 
tests or examinations. 


"IF THE LAW SUPPOSES THAT, MR BUMBLE SAYS Gei d hi Most men, on the other hand, — deterred 
in Charles Dickens' novel Oliver Twist, “the enger I las by fear, ignorance, pride, and sometimes, 
law is an ass". A criminal law that makes it on HIV taboo — refuse to be tested voluntarily. This 
preferable for carriers of HIV not to know permeates skews the outcomes of legal cases because 
that they are infected and capable of spread- | iia the lack of testing of men makes it nearly im- 
ing it to others, including their loved across Africa, possible for a woman infected with HIV to 
ones, seems particularly suited to Mr Bum- and it has establish before a court of law that her male 
ble's condemnation. mE pg sex partner infected her. — 

Yet tragically, in a misguided attempt to heen made Laws criminalising the transmission of 
thwart the spread of HIV and AIDS, law- worse by a HIVundermine public health because they 
makers in many parts of the world have | deter people who are HIV-positive and those 
passed criminal statues that promote igno- law that at risk of acquiring the virus from seeking 
rance about the disease, punish its victims, makes it testing, counselling and treatment. When 
and enhance the chances that the virus will TA P persons face the possibility of criminal sanc- 
infect new victims. easier for the tions, not knowing their HIV status can be 

Some countries in western and central carriers not their most-effective legal defence. Prosecu- 
Africa are enacting poorly drafted policies to know tions will act to deter many people — espe- 


based on the African Model Law, which 

makes it a criminal offence for any person in- 

fected by the virus to transmit it to someone 

else or to expose another person to it. In some jurisdictions, 
prosecutors can bring charges against pregnant women who 
are HIV-positive for potentially exposing the virus to their 
unborn children. 

There are rare and dramatic cases in which a person with 
HIV infects another with the specific intention of inflicting 
harm. It is a reality that men infected with HIV or AIDS in 
some parts of Africa have even raped girls believing that sex 
with virgins is a cure. And some womens rights advocates 
have supported laws that criminalise transmitting HIV, ar- 
guing that these laws would punish men who concealed 
their HIV-positive status from their sexual partners, includ- 
ing their wives and girlfriends. But existing criminal laws are 
more than adequate to allow willing justice systems to mete 
out appropriate sanctions against people who intend harm. 

Criminal laws targeting all HIV carriers, however, are 
counterproductive and inherently unjust. These laws effec- 
tively make criminals out of millions of the disease's inno- 
cent victims, especially its women victims. 

In Zimbabwe, for example, a woman was recently 
sentenced for exposing her lover to HIV even though she did 
not infect him. In Ukraine, human rights lawyers report the 
troubling case of a woman who was convicted for trans- 
mitting HIV to her husband even though he had used a 
condom, and despite the fact that he asked for the charges 


cially men as well as persons living in areas 
where HIV treatment is largely unavailable 
— from being tested because it would expose 
them to the risk of criminal liability. 

Such laws also transform HIV victims into scapegoats for 
a societal problem for which the governments and broader 
societies are failing to undertake effective, and sometimes 
politically or culturally risky, steps that can defeat the dis- 
ease. Sadly, these ‘risky’ steps include things as rudimentary 
as open discussion ofthe disease, education and encourag- 
ing people, especially men, to undergo testing. 

AIDS has claimed more than 25 million lives since medical 
scientists first identified it in 1981. New infections continue 
to outpace treatment efforts. Basic precautionary options 
such as HIV testing, male and female condoms, and sterile 
syringes for drug injection remain out of reach for the vast 
majority of those who need them. Open, informed discus- 
sion of the HIV epidemic, education into HIV prevention, 
distribution of condoms, and other strategies are the only 
known way of preventing new infections. The vulnerability 
of women to HIV should be addressed by protecting their 
equal right to marital property, enforcing laws against gen- 
der-based violence, including rape in marriage, and empow- 
ering them to ii Susu safer sex with men. 





Edwin Cameron isa Justice of South Africa’ s Supreme 
Court of Appeal. 
Copyright: Project Syndicate, 2008 
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BRAND KERALA 


BW SPECIAL FEATURE 


IT Takes Kerala To New Heights 


i Dr Ajay Kumar, IAS, Secretary IT and Chairman Kerala State Information 
E mology Mission, talks about what makes Kerala attractive to the IT industry 


Comparing Kerala with other neighbouring states, 
what has been the kind of growth of the IT sector in Ker- 
ala? What are the current and emerging trends pertaining 
to the growth and investments in the IT sector? Who are 
the major players who will be setting up base in the state? 

Kerala hopes to emerge as the most preferred destination 
among tier-Il and tier-lll cities. It has several locations to offer 
including Thiruvananthapuram and Kochi, which have been 
ranked as challenging IT/ITeS destinations by NASSCOM- 
AT Kearney Study Report 2008. In the recent KPMG-TIE 
Study also, Kerala has been ranked as the most preferred lo- 
cation by IT/ITeS entrepreneurs. 

The IT industry in Kerala has witnessed a tremendous 
growth during the last few years. Last year, the software ex- 
ports from Infopark in Kochi witnessed a growth of over 80%. 
Software from Technopark in Thiruvananthapuram saw a 
growth of over 60% last year. 
Both these growth rates are 
over twice the growth rates 
witnessed in other states in 
the country. 

In fact, Kerala is poised 
for a big leap in the sector. 
This is because of the ambi- 
tious plans for scaling up the 
infrastructure in the state. 
This is being achieved, both, 
through increased investment 
by government agencies — 
< Technopark, Infopark and 
Kerala State IT Infrastructure 
Ltd, and by private develop- 
ers like L&T, Leela, Muthoot, 
Brigade among others. Smart 
City, Kochi is another exam- 
ple of major private invest- 
ment being channelised in 
the sector. 

There are many IT majors 
who have already set up their 
campuses with huge investment in Kerala. From India, we 
have all three major IT/ITeS companies — Tata Consultancy, 
*-Infosys Technologies and Wipro. Home-grown majors like IBS 
and UST Global are also setting up their campuses. Major 
companies from outside the country like Ernst & Young, McK- 
insey & Co, Allianz Cornhill, Cognizant Technologies, RR Don- 
nelley & Co, etc., are currently looking at Kerala. Many 
companies that started in Kerala like UST Global, NeST, IBS, 





"Kerala offers the right combination of low wage rates, 
low electricity tariff and low rentals. We also have on 
offer several very low-cost options for companies 
desirous of working from low-cost locations" 


Dr Ajay Kumar, IAS, Secretary IT and Chairman, KSITM 
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SunTec, Collabera, etc., have grown very big and have ac- 
quired many companies abroad in the recent past. 

Every company that has once come to Kerala has grown 
and developed stronger roots in the state. It is extremely sat- 
isfying to note that several anecdotal surveys have revealed 
that companies with multi-campus operations all over India 
have reported higher productivity in Kerala as compared to 
other similarly placed campuses. 


The recently conducted Venture Capital Summit 
opined that Kerala is fast emerging as the ideal destina- 
tion for the venture capital community. Despite the global 
meltdown and layoffs even in premier IT companies in the 
country, what factors have contributed to attract IT giants 
into the state? 

Venture capitalists take their decisions on basic funda- 
mental strengths of the pro- 
posal. Kerala has now 
become a major incubator for 
small home-grown compa- 
nies. Technopark in Thiru- 
vananthapuram was chosen 
as the best technology incu- 
bator by the Department of 
Science and Technology, 
Government of India this 
year. Similarly, extensive in- 
cubation facilities are avail- 
able at Infopark, Kochi, ITeS 
Habitat Centre, Kochi, and 
NIT, Kozhikode, each of 
which have sprouted several 
companies that are of interest 
to venture capitalists. 

Venture capitalists recog- 
nise that the likelihood of an 
IT company depends a whole 
lot on the availability of 
human resources. And an- 
other USP of Kerala is its 
human resource. Kerala provides large number of technical 
manpower of high standards, most of who presently migrate to 
Bangalore and Chennai. The manpower in Kerala provides 
several advantages — lower wages, turnover rates are by far 
the lowest, average productivity is higher and, most impor- 
tantly, a great preference for service sector jobs. 

Kerala's attraction becomes magnified due to the conges- 
tion and cost rise in metro cities. With the global meltdown, the 
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margins for IT companies are likely to be under greater pres- 
sure and companies will have to look for cost-cutting meas- 
ures without compromising on quality. Kerala offers the right 
combination of low wage rates, low electricity tariff and low 
rentals. We aiso have on offer several very low-cost options 
for companies desirous of working from low-cost locations. For 
IT companies desirous of setting up IT operations for domes- 
tic needs, we offer built-up space and land for building in 
smaller towns, These could be standalone facilities in one or 
two acres of land at very low prices. This is possible in Kerala 
because the whole state is already connected with optical fibre 
and excellent educational infrastructure to service such low- 
cost IT centres. 

We also feel that another driver for location choice for the 
IT industry is domestic demand of IT solutions and services. 
The government has become one of the biggest consumers of 
IT services. Kerala has traditionally been ahead of most states 
in its e-governance initiatives like Akshaya and FRIENDS. 

There are many other factors that attract IT companies 
here. Nearly 80% of Kerala is already broadband connected. 
A campaign to make all villages in Kerala broadband-con- 
nected by mid-2009 has been started with the help of BSNL, 


USO Fund of Department of Telecommunication, Government - 


of India and other telecom players. 


While Kerala has earned high reputation as a tourist 
destination, what are the efforts from your end to project 
the state as highly potential hi-tech destination? 

The government's role is primarily as an enabler. One of 
the main roles of the government is to make available state-of- 
the-art infrastructure for plug-and-play facilities. These include 
IT SEZs, IT parks, and rural BPO centres among other things. 
This is being done, both, directly by the government as well in 
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completed, will be over Rs 20,000 crore. Transparent corrup- 
tion-free governance, fiscal and financial incentives under the 
SEZ regime, single-window clearance is some of the initiatives 
in this direction. The government has recently drafted guide- 
lines for recognising standalone IT parks and SEZs by private 
entrepreneurs. These guidelines will help any investor to trans- 
parently apply and seek concessions relating to their invest- 
ments. 

In order to facilitate greater investment in IT infrastructure, 
the government has set up a new company, Kerala State IT 
Infrastructure Ltd (KSITI). This company plays a crucial role in 
identifying locations, partners for investment and resources re- 
quired for implementation of all IT infrastructure projects. This 
company will channelise private investments into the sector 
through the public-private-partnership (PPP) route. 


What is the role of the IT mission in promoting invest- 
ments and sustaining IT ventures and to what extent is 


the state government supporting IT initiatives and in what 4 


way? 

Kerala State Information Technology Mission (KSITM) is 
an autonomous nodal agency of the Department of Information 
Technology, Government of Kerala, which provides support to 
varíous e-governance and investment initiatives of the depart- 
ment. The primary objectives of the Kerala State IT Mission 
are to interface between the government and the industry, in- 
teract with potential investors, strengthen the IT/ITeS industry 
base, hold promotional campaigns to hard sell the state, ICT 
dissemination to bridge the digital divide, implement e-gover- 
nance programmes, develop human resources for IT/ITeS, 
and to advise the government on policy matters. 

The KSITM has carried out its responsibilities quite satis- 
factorily over the years and one of its major projects, Akshaya, 
which was introduced to overpass the digital divide in the so- 
ciety, yielded good response. Though Akshaya began as an 


e-literacy programme, it has now emerged as a platform to y 


ail many e-services; there are at least two Akshaya centres 
' that help rural people to have easy access to the 
s. Many other projects targeting the 
jced by KSITM — FRIENDS (Fast, 
Network for Disbursement of Serv- 
a single window 'no queue' inte- 
| remittance centre where the 
ens have the opportunity to pay all 
; and other dues to the govern- 
it under one roof, at no extra cost, 
en Call Centre, which enables a 
ernment-to-citizen (G2C) interface _ 
the quick delivery of critical informa- + 
9n, Sutharyakeralam, a grievance re- 
ress cell of the Chief Minister of Kerala, 
NSIGHT, which aims to train the visually chal- 
lenged, physically handicapped and mentally chal- 
lenged in computers, Internet and other ICT tools. 
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Kerala State IT Mission also ensures 
frastructure like Kerala 
rea Network and state data 
that help host all the e-gov- 
ojects of various government 
iC epartments. 





"What are the major metamor- 
phoses | — have taken p in the 


s for the IT ve : 
he milestones 






-ensures sufficie 






Several folds. roe oe 
The IT industry | in Kerala has witnessed a tremendous 
growth during the last few years. During. the last year, 
_ software exports from Infopark in Kochi showed a growth of 
x over 80%. Growth of software exports from Technopark in 

Thiruvananthapuram saw an increase of« over 60% in the same 


period. Our ae rate is twice more ‘than the national 


average. 






















al of Rs 13 crore were spent on e-gover- 
mented by the KSITM. The profit of the IT 
e positive feedbacks obtained from 
ervices through the successfully 
ice projects, not merely in monetary 


= jd of the main projects of the KSITM, Akshaya has oon 
‘tolled out to all over Kerala and many new e-services like e- 
pay and railway ticket booking etc. were introduced. Many 
G2E services like digital workflow using MESSAGE came into 
existence in 2007. SecWAN, the. wide area network for gov- 
ernment secretariat buildings, and other important government 
buildings in Thiruvananthapuram and IDEAS, the file monitor- 
ing system for government secretariat were also introduced. 
The Kerala State Wide Area Network has been expanded to 
Lob districts last year including 135 block headquarters in its 





you please give the details of IT parks already in 

about the facilities available in those parks? 

te on other infrastructure development ini- 

ly undertaken by the IT Mission and also 
out investments made so far. 


, "Kerala State T Mission also a a pura 
entiT infrastructure ` 





x chran " ^" _ like Kerala State Wide Area Network 
| , and state data centres" 
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Technopark in Thiruvananthapurar 
and Infopark in Kochi have becon 
most sought-after destinations- 
investors in India. Unlike other state: 
development in Kerala does Tor i 
in one or two cities only. The benefits ` 
are disseminated to all. parts of Kerala : 
through a hub-and-spoke model of 
development. envisaged by the state 
government. 

7 In this model, Thv asam ao 
bey and Kozhikode w act as hubs 
























"The ne new p pi projects include: = 
* Expansion of Technopark Phase | 
Thiruvananthapuram: in ab out 















of land. E 
* Expansion of Infopark, Kochi: inabout o — 
150 acres of land E 
° Infopark at Cherthala: In about 65 
acres of land (less than half-an-hour drive from Ernakularn city) 
* Infopark at ee pan district: In about 100 
acres of land 
* [T Park at Koratti, Trichur: In about 40 acres sof land 
* Cyber Park at Kozhikode: In about 70 acres of land 
* IT park at Thaliparambu, Kannur: In about 30 acres of land 
* [T park at Kasargode: In about 1 00 acres of land 
Each of these parks is less than an hour drive from an air- 
port and connected by a. national highway. The land is already 
with the government. And KSITI will arrange basic infrastruc- 
ture including road access, water, electricity and sewage for 
the proiect. 





What are your short-term and long-term objectives in 
order to place Kerala in the global IT map? 

IT is the fastest growing employer in Kerala. The Kerala | 
government recognises this potential. Therefore, the ac ivities | 
are being scaled up multi-fold. j 

In physical terms, it is proposed to ensure that the impact M 
of IT n reaches all over Kerala. The absence of ani To 














enjoying the benefits of IT. This ae can be solve | 
the advent of oe Park in Kozhikode and expansion ir ; 


ment, ne DE that. an I o 4 ote jt ti 
2000 crore will be made directly by government agen 
the next few years. In addition, another Rs 4000 crore: . 
mobilised through private developers and IT industry in ge 
ernment parks alone. 


Promotion 





IT Kerala. 


Breathe easy. 


Information Technology is playing a pivotal role in 
accelerating Kerala's journey to a knowledge society. 
After a modest beginning in the mid 90's, Kerala has seen 
some major investments over the last 5 years where the 
State has outpaced the national IT exports by a factor of 
3.5. It has also attracted the frontline marquee names in 
the domestic and international arena who have flocked 
to the state in search of quality talent, lower operating 
costs, high quality of life, model law & order, economical 
power, water and cheap bandwidth. About 250 world 
class companies are currently operating in the state 
including frontline names like Infosys, Wipro, TCS, ACS, 

IBS, US Technologies, Mckinsey, Tata Elxi, Allianz Cornhill, 

Ernst & Young, L&T etc. to name a few. Kerala has 

received a number of prestigious awards in the recent 

years that addresses the IT potential and the impact 

Kerala can have at a national and international scale: 

a) Nasscom AT Kearney 2008 Challenger status to Kochi 
and Trivandrum as two best places to migrate to after 
the big six metros in IT/ITES 

b) KPMGTie 2008top in entrepreneurial confidence 

c) FICCI High potential business cities: Kochi & 
Trivandrum 

d) Best Large State Education, Healthcare, Women 
empowerment & Basic Infrastructure: CNN IBN 7 
Diamond State 2008 Awards 

e) India Today 2007 "State ofthe States" 

"We are no longer lagging behind any other state in 

the IT/ITES sector. Apart from Technopark at 

Thiruvananthapuram and Info park at Kochi, many more 

IT hubs are on the anvil and Kerala is sure to speed up its 

growth potential in the IT sector in the near future," says 

Chief Minister Sri. V.S. Achuthanandan. 
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Aiming the new horizons in the industry, the 
government has set up a new company, Kerala State IT 
Infrastructure Ltd (KSITI), which will play a crucial role in 
identifying locations, partners for investment andà 
resources required for implementation of all IT 
infrastructure projects. This company will also channelise 
private investments into the sector through the PPP 
route. 

IT parks: The hub and spoke model development 
Unlike other states, the development in IT will not be 
centred around one or two cities in Kerala. The State 
Government has envisaged the expansion of the 
industry in such a way that almost all the districts will be 
able to reap the harvest from this industry. As part of it, a 
hub and spoke model has been planned wherein 
Thiruvananthapuram, Kochi and Kozhikode will act as 
hubs and the remaining districts will act as spokes. 

Major projects on the anvil 

The phase Ill expansion in 100 acres of Technopark has 
already begun, while Infopark in Kochi envisages an 
expansion of 150 acres in the near future. Another good 
news for the techies is that the country's largest IT Park 
"Technocity' is proposed to come up in 450 acres in the 
state capital and the selection of private partners for this - 
project is underway. k 
70 acre Cyber Parkin Kozhikode: 

This IT park is envisaged as a IT Hub for the development 
activities in the northern region of Kerala. Being located 
mainly in the urban area, power and water are readily 
available. Communication network is also well developed 
in this region. Location is blessed with the proximity 
of leading educational institutions like IIM, NIT, 
Medical College, 4 Engineering colleges, Calicut 
university, 14 arts and science colleges etc. Kozhikode 
has both domestic and international air services that are 
on a par with the world's best, which will notch up its 
popularity as an IT-SEZ even further. 

IT park at Thaliparambu, Kannur: 

The Thaliparambu Park, which has already got the SEZ 
approval, will be set up in about 30 acres of land in 
Kannur District. It-is located about 50 km away from the 4 
Kannur town and the proposed Kannur airport. It is easily 
accessible from the nearest airport at Kozhikode and is 
connected with well developed roads. 


"many more IT hubs are a 
the anvil and Kerala is sure to 
speed up its growth potential 


in the [T sector in the near future" 


IT park at Kasargode: 

The Kazargode park is coming up in about 100 acres of 
land on the side of NH to Mangalore. It is just 50km away 
from the Mangalore Airport and is well connected to 
Mangalore city through the National Highway. Since 
Mangalore is a well developed IT hub in South India, the 
spill over from that region will get attracted to the 
Kazargode park. The land possession has been carrie 
out by the KSITI and SEZ status has already been 
obtained. 

Infopark at Cherthala, Alappuzha: 

A 65-acre Infopark is planned to be developed at 
Cherthala, which is less than half-an-hour drive 
from Kochi. The 65-acre plot is part of existing 
well-developed Industrial Growth Centre (IGC) of 


Kerala State Industrial ë i major source of employment and social development 
Development Corporation ee by 2012. 
(KSIDC). Another Inforpark The above initiatives are poised to scale Kerala 
planned at Alappuzha district Information technology to new heights and spurn 
balappuzha. About 100 growth in this breathtakingly beautiful state soon to be 
of land on the side of NH 47 home to India's Silicon Valley. 
` has been identified and SEZ status 
has already been granted for the 
project. 
TT ParkatKoratty, Trichur: 
About 4Qacres of land has been identified 
on the side of National Highway, just 15 km 
north of Cochin International Airport. It is a 
well developed revenue land which was in the 
possession of Madurai Coats under lease and 
has been taken back by Govt of Kerala. Now 
the land has been transferred to the KSITI by a 
government order. 
Technopark in Kollam: 
itis planned to be developed in about 40 acres of land at 
Kundara in Kollam. it is a fully-developed industrial land 
previously owned by. Kerala Ceramics Ltd and on the 
banksofAshtamudilake, —— 
All the above-mentioned parks are less than an hour's 
' drive from an airport and well connected by the National 
-o Highway. Power and water sources are also available in 
the vicinity, The total investment in these IT Parks is 
planned to exceed Rs 10,000 crore after completion. 
Typical model for the development of these parks is as 
follows. On the first level, KSITI, will acquire land in ideal 
locations for setting up of IT / ITES SEZs, IT parks or IT 
townships. Master plans will be developed in 
. consultation with experts in the field and land parcels 
will be demarcated for development. It will get the 
necessary statutory clearances and approvals from State 
Government and Central Government, including SEZ 
notifications. It will arrange for basic infrastructure 
including road access, water, electricity and sewage for 
the project. KSITI will then allot land to an IT developer /IT 
company for development of IT parks / SEZs / townships. 


Human Resource: 

in order to cater to the huge demand for the human 

resource in IT sector, the Kerala State IT Mission has 

planned a Mass HR programme for students in two 

Categories the first category includes those who have 

` already graduated but have not been employed yet and 
the second category includes those students who are 
still in colleges. The curriculum of the course includes 
communication skill, behaviour and personality 
development skill, technical, numerical and analytical 
skills. Similar programmes are conducted in polytechnics 
also. Courses conducted by model finishing schools also 
enable our youth to work in the [T sector. 
"With many other IT parks on the anvil, more global 
players in the IT sector are sure to come to Kerala soil and 
the state expects to have 200,000 IT/ITES professionals 
directly employed here,” says Dr. Ajay Kumar IAS, 
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Secretary, IT. And this great movement will surely lead to —— | — | 
an economic boom that will be unparalleled in the (c c 
state's history. trivandrum india 

The state's wide network of roads & railways, a world tec n 












Class education system with cent percent literacy, | 
advanced social fabric, excellent healthcare & physical harmony at work 
| f life comparable to developed countríes, 


elecommunication backbone and affordable 


Das structure are some of the reasons why Kerala j 

has turned to information technology as an instrument Ah. 

of the state's future development. In line with this, the ^ f | K 

state has resolved to be a top 5 player in India with IT as a B OD ark 
smart space KOCHI 
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Promotion 


Unitek: Deriving Effective Power Solutions 


Unitek Power Solutions started in Kerala in 1982, and over these years has moved 


from being a small scale proprietorship to a large public limited company 


Mr John 
Zachariah 
CEO, 

Unitek Power 
Solutions 





proprietary concern that started manufactur- 
A emergency lights and burglar alarms in 
1982, to a private limited company manufac- 
turing UPS' under the brand name Unitek and Alltek, 
to becoming one of the leading UPS manufacturers in 
South India, with sales and service networks at 


different locations and more than 1,00,000 online 


UPS installations —  Unitek Power Solutions, 
currently a public limited company, has indeed come 
a long way. 


"Till last year, most of our operations were in 
Kerala and other parts of South India. In the last six 
months itself, the company has seen tremendous 
growth. We have gotten inroads in North India in UP, 
Haryana, Rajasthan, Maharashtra, West Bengal, and 
Gujarat. The company has now grown 
extensively and our list of clients includes process 
industries, IT, oil and gas, corporate organisations, 
and banks spread across the length and breadth of 
the country. We are also in engagement with major 
consultants, EPC, LSTK Contractors," says Mr John 
Zachariah, the CEO of the company. 

Mr Zachariah, who has been trained under the 
R&D and produc- 
tion department of 
Best Power (USA) 
and Borri (Italy), 
oversees the day- 
to-day affairs of 
the company. His 
vast experience 
and exposure in 
the power industry 
is the driving force 
for the company to 
achieve the target 
of being a market 
leader. "Unitek has 
facilities for fabri- 
cation, painting, 
PCB manufacturing, magnetic division — all under 
one roof," he says. 

All products manufactured by Unitek are 
designed and developed by the company's research 
and development team, and they constantly innovate 
and upgrade product quality and utility. The company 
has always worked with systems of process ap- 
proach to maintain stability and professionalism. The 
company complies with ISO 9001-2000 standards. 


Unitek has a good marketing team in place, 
implementing innovative strategies to achieve sales 
targets aggressively. "The wide service network in 
different locations, with mobile connectivity, enables 
the company to cater to the needs of its customers, 
as and when required. Our service engineers are 
well-qualified, trained, equipped and competent to 
satisfy every customer," explains Mr Zachariah. 

On June 21, 2007, Borri, the European power 
equipments giant, joined hands with Unitek, marking 
a new era in this field. Presently, the Unitek-Borri 
combine has established itself in the power 
electronics market in India and is moving across the 
country, installing innovative products. The products 
have reached various industrial establishments, 
marine applications, textile units, hospitals, oil fields 
and so on. 

"The energy and oil sector has given us a warm 
welcome into the country. With the 123 agreement, 
we look forward to power up the various nuclear 
projects that India will come up with in the near 
future. Our customised solutions will be our bench- 
mark to success in the days to come. At present we 
are executing a major contract in the oil and gas 
sector in Rajasthan," says Mr Zachariah. 

Considering various aspects towards providing 
more effective marketing assistance as well as 
backup support, Unitek and Borri decided to set up a 
new manufacturing unit in India. The location for the 
this unit is chosen as Pazhanganad in Ernakulam 
District. 

Once the new manufacturing unit is set up, it 
would be possible for the company to produce and 
market power equipments of the highest quality, 
matching international standards. This would 
definitely be a blessing for the Indian industry as they 
will now get quality products in a very short time. 
Further, the new factory has the scope for providing 
employment, skilled as well as unskilled, in good 
numbers. | 

“Borri is looking to India as a hub to supply 
products, as the cost of production is soaring in the 
European market. Unitek and Borri came to an 
understanding that all products manufactured in Italy 
for the Indian market will be known as Unitek-Borri. 
Within a short span, the products have established 
themselves in the Indian peninsula. The present goal 
is to stabilise this position and enlarge operations 
further," elaborates Mr Zachariah. 
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It’s the promise of quality 
that draws millions of 
customers to V-Guard 


V-Guard has an unmatched track record of delivering the 
best in quality and service for the past 3! years. And this 
experience is enjoyed by over 40 million satisfied 
customers across India. 


Our Products: 





e Voltage Stabilizers 
eUPS 

e Pumps 

e Geysers 


e Solar Water Heaters V 3 c U A M » 


e Cables 
e Fans. The name you can trust 





V-GUARD INDUSTRIES LTD. Branch Offices: * Bangalore, Ph: 080-25274293 * Bhopal, Ph: 0755-2665383 * Bhubaneshwar, Ph: 0674-3207276 
* Chennai, Ph: 044-22311215 * Coimbatore, Ph: 0422-2457578 * Gurgaon, Ph: 0124-3254434 * Hubli, Ph: 0836-2272942 * Hyderabad, 
Ph: 040-24221841 * Jaipur, Ph: 0141-3298913 * Jamshedpur, Ph: 0657-3208030 * Kanpur, Ph: 0512 - 2452210 * Kolkata, Ph: 033-24433221 
e Ludhiana, Ph: 0161-2460232 * Nagpur, Ph : 0712-3294021 * Pune, Ph: 020-32516054 * Raipur, Ph: 9301489454 * Vadodara, 
Ph: 0265-3251076 * Vijayawada, Ph: 0866-3250117. 

Corporate & Registered Office: KERALA: 44/1037, Kochi-682 017, Kerala, India. Ph: 0484-2539911, 2530912. 


31 years of excellence in quality www.vguard.in 
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BW SPECIAL FEATURE 


The Worst Is Behind Us 


Mr M Venugopalan, MD and CEO Federal Bank, talks about how the global melt- 
down has affected the Indian banking sector 


The impact of the global meltdown has affected the 
performance of many leading banks with a worldwide 
presence. How well do you think is the Indian banking 
industry insulated? 

Most ‘Indian banks, including us, do not have any 
exposure to sub-prime assets, directly or indirectly or do not 
deal in complex derivative products. However, the impact on 
the industry will be felt in as much as the global meltdown af- 
fects the country's economic growth. Some of the steps we 
have taken in minimising the impact on 
the bank have been aimed at stepping up 
vigil for guarding the health of our loan 
portfolio, increasing operational efficien- 
cies, keeping costs under control etc. 

With inflation having peaked out, and 
focus shifting back to growth, we feel that 
the worst is behind us and we are cau- 
tiously optimistic of what the future holds 
for the country in general and the banking 
sector in particular. 


What is your view on the Indian banking 
system as a whole? What factors 
according to you shield Federal Bank 
from risks? 

Compared to banks globally, Indian 
banks have been more prudent in their de- 
cision making. Also, the percentage of delinquent accounts as 
a percentage of assets is at an all-time low. This provides 
tremendous resilience to the industry to face the economic on- 
slaught. Federal Bank has a lot of things going for it, which will 
help the bank combat the economic slowdown in an effective 
manner. The strong capital base of the bank, low non-per- 
forming assets, strong retail and NRI franchise and above all, 
its strong, talented and dedicated workforce put the bank in 
good stead. 


Some PSU banks have lowered interest rates on bulk 
deposits while leaving rates on retail accounts un- 
touched. What are Federal Bank's plans for this? 

Retail deposits are stickier in nature compared to bulk 
deposits. At times, this puts stress on asset liability manage- 
ment. Indian banks seem to have realised this and hence 
reduced their dependency on bulk deposits. The regime of 
high interest rates being offered to retail depositors is also 
coming to an end. There is pressure on banks to cut on rates 
— both on the lending as well as deposits. 

Federal Bank has reduced its dependence on bulk 





Mr M Venugopalan 
MD & CEO, Federal Bank 


deposits this fiscal year. The bank has improved its share of 
CASA as a percentage of total deposits and the focus is clearly 
on getting low cost retail deposits, which are stickier in nature. 


The recent package of measures of RBI may have had 
some positive effect, however the challenges of global 
uncertainties continue to persist. How is Federal Bank 
gearing up to face this challenge and retain its position 
of being the largest traditional private sector bank? 

World over, several large banks have 
collapsed owing to the credit crisis. RBI has 
taken measures to infuse liquidity. Right 
now, investors and bankers are equally 
fearful of losing out and prefer to follow the 
wait-and-watch policy. Federal Bank has 
now transformed itself on the technology 
front and is adding young people to its 
workforce. It is now competing in the larger 
private sector banking space and is giving 
tough competition to the leaders by 
achieving high levels of productivity and 
profitability. It has also embarked upon a 
business transformation project and has 
engaged Boston Consulting Group (BCG) 
as a consultant in this transformation. 


What has been the performance of your 

bank so far, compared to the same period last fiscal? 
The bank has seen great growth during the first six months 
of the current year compared to the same period last year. The 
bank has been able to expand its margins with net interest 
margins at 4.10%. The net interest income grew by 56%. Net 
NPA levels of 0.40% and strong capital adequacy level of 
20.85% exhibit the strength of the bank. The bank has 
expanded its network and plans to add another 70+ branches 
this year, for which we have already obtained RBI's approval. 


What are the short-term and long-time ambitions of 
Federal Bank? 

We are consolidating our presence in the southern parts 
of India even as we are expanding our footprint in the northern 
and western parts. The bank is looking at organic growth to 
achieve its goals. However, we would be open to inorganic 
growth as and when opportunities arise. We foresee public 
sector banks as a major source of competition as they trans- 
form themselves and reach out to exploit their true potential. 
However, the bank is being proactive and is transforming 
itself in accordance with the changed business climate. 
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resenting Your way banking from Federal Bank 


Multiple option accounts to help you bank your way. Live your way. 


Current Accounts: Freedom Current | Current+ | FedTrade | FedTrade+ | FedVanijya | FedVanijya+ 
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duce a zero-emission car, petrol must rank right 
at the bottom, if at all. But for mechanical engi- 
neer Andrei Fedorov, petrol is the right fuel, or 
at least good enough, to run a zero-emission 
car. Fedorov, a professor at the Georgia Insti- 
tute of Technology in the US, has demonstrated 
a concept that has received little attention in in- 
dustry or academia: de-carbonifi- 
cation of a fuel before combustion. 

Fedorov and his student, David 
Damm, argued that people had got 
the problem by its wrong end. Once 
petrol burns, it is impossible to 
capture the carbon dioxide that 
rushes out of the exhaust pipes. 
Their solution: remove the carbon 
from the fuel before combustion. 
The result is hydrogen, which can 
be burned to power the vehicle, and carbon, 
which can be stored in the vehicle for disposal. 

So, a refuelling trip serves two purposes: it 
fills your fuel tank, and it empties your vehicle 
of stored carbon to be put away safely some- 
where. But Fedorov's working prototype is far 
from being a commercial product. ^We have 
shown that the method works, and now we are 
waiting for those with commercial interests to 
take it to the market,” says Fedorov. 

All over the world, while scientists are work- 
ing hard to develop renewable fuels, hundreds 
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capture and 
storage is a 
big challenge 
for today's 
scientists 


hy P. Hari in San Francis 


of researchers such as Fedorov are working 
to address another related problem. How do 
we store the carbon that is being burned now 
in fossil fuels? It is important to do so for 
several reasons. 

No one expects scientists and engineers for 
some time to develop a renewable fuel that is as 
efficient and convenient as fossil fuels while 
also being as cheap. So, assuming that we use 
fossil fuels for the next four decades at least, we 
need to find ways of not increasing our carbon 
dioxide emissions as well. There is only one way 
out: find ways to capture, transport and store 
the carbon that we generate as waste, a process 
that is now known by the acronym CCS (carbon 
capture and storage). 

CCS is not an easy process, as experts had 
known for a long time. The first challenge is to 
capture carbon dioxide cheaply. The next is to 
transport it to a place where it can be stored 
safely. And the third challenge is how to store it 
there. While some environmentalists question 
the safety of storing carbon dioxide under rocks 
and in oceans, the most serious challenge is to 
capture it first. "CCS is not a viable solution now 
because carbon capture is too expensive,” says 
Varun Rai, research fellow at 
the Program on Energy and Sus- 
tainable Development (PESD) in ^ 
Stanford University. But the near- 
term future is promising to throw 
up some interesting answers, if the 
research in labs across the world is 
any indication. 

In principle, there are several 
ways in which CCS could be done. 
Power plants, one of the major 
emitters of carbon dioxide, can capture the car- 
bon dioxide that they emit, convert it into a liq- 
uid, and then transport it to storage areas such 
as the bottom of rocks or the deep sea floor. It is 
particularly important for power plants to prac- 
tise CCS because new coal-based power plants 
are coming up at an alarming rate of one per 
week. Countries such as India and China, in 
particular, plan to use coal on a large scale for 
their future energy needs. 

Several studies have shown that CCS is tech- 
nologically feasible and a good option to reduce 


Carbon 


29 DECEMBER M 04 BUSINESSWORI.D 





carbon emissions from power 
plants. Technology exists now — TH 1 C 0? C HALLE N G 1 
and is being used — to capture car- | 


The Intergovernmental Panel on Climate Change has estimated that CCS could 
account for up to half the CO2 emissions reductions needed in this century 


bon dioxide from power plants, and 
then transport it as a liquid and 
store it underground. 

A study conducted by the Electric 
Power Research Institute in the US 
argued that it is possible to reduce 
— through CCS — about 350 mil- 
lion tonnes of carbon dioxide per 
year in the US alone by 2030. 
Another recent study by McKinsey 
had reached similar conclusions. 
However, PESD recently calculated 
— by analysing all ongoing CCS 
projects — that even if all planned 
CCS projects are completed and work as 
planned, the world will reduce at the most 80 
million tonnes of carbon dioxide a year by 
2030. “Current capture technology based on 
amines is far too inefficient,” says Rai. A power 
plant that uses CCS will lose 15-20 per cent of 
its energy just for CCS, which is enough to make 
it unviable. However, there are several new 
methods under development. 

One of the most promising is called oxy-fuel 
technology. The primary problem with the cur- 
rent capture technology is that carbon dioxide 
is present in the exhaust gas in low concentra- 
tions. The main reason for this is the use of air 
for combustion, although the only element we 
need for it is oxygen. Oxy-fuel technology uses 
pure oxygen, resulting in much more concen- 
trated carbon dioxide in the exhaust. This tech- 
nology has a few proponents; one of the main 
ones being the Chicago-based company Jupiter 
Oxygen, which has demonstrated its 
use for CCS. 

“Oxy-fuel technology can make CCS more 
economically feasible,” says Sarah Forbes, sen- 
ior associate of the Washington DC-based 
World Resources Institute. The institute has 
just published an exhaustive study of CCS eco- 
nomics, and its main message is this: CCS is im- 
perative, and we should only be talking about 
how to implement it. 





C02 


Different 

Labs around the world are trying several 
different approaches. At the University of 
- Wyoming, for example, Maciej Radosz and his 
colleagues at the Department of Chemical 
Petroleum Engineering have developed a low- 
cost method — using a carbon-based material 
— which traps 90 per cent ofthe carbon dioxide 
inthe exhaust flue gas. Radosz believes — under 
certain assumption of prices and carbon credits 
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— that his method can increase the cost of 
electricity by 30 per cent, which is far better 
than the 80 per cent under the present 
technology, but probably still not acceptable to 
the public. 

In Norway, a project by Sintef, the largest 
independent research organisation in 
Scandinavia, is developing new materials that 
can bind carbon dioxide while also giving it up 
easily. Project leader Anders Hoff thinks that his 
team already has ideas to reduce the cost of CCS 
significantly. His team has done bench-scale 
experiments that validate such ideas, but they 
have to be proven in a large plant. 

"This is long-term, what we call third- 
generation solvent systems for carbon dioxide 
capture,” says Hoff. Their immediate aim is to 
develop a first-generation system that is better 
than the current ones, and to be used in the full- 
sized capture systems that will be erected over 
the next one decade. 

Most of the work is concentrated on the large 
power plants, which contribute 40 per cent of 
the carbon dioxide emissions. The smaller 
plants and automobile contribute the rest. The 
technologies for these processes are different. 
But some scientists are trying to combine all of 
them into one technology: capturing carbon 
dioxide from the air and not at the source. 
There are two systems available at the moment: 
one developed at the University of Calgary in 
Canada and the other at the University of Co- 
lumbia. Neither is in commercial use yet, but 
University of Columbia has provided the tech- 
nology to a private company in Arizona. 

But, for all these processes to work in the long 
term, one might need to find a way to convert 
the captured carbon dioxide into a useful com- 
mercial product, and not just bury it some- 
where. This is another line of research, and an 
entirely different story. 
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SGIENGE BUZZ The fortnightly update on innovations and tech policies 


which DNA 
molecules can be 
wrapped around 
carbon nanotubes 
and placed in living 


traditional biodiesel 
feedstock such as 
palm and soybean oil. 
On average, 340 
million gallons can be 


chemotherapy drugs 
can be monitored and 
directed towards 
cancerous cells. 





Nevada-based 
researchers Mano 
Misra, Susanta 
Mohapatra and 
Narasimharao 
Kondamudi have 
found a cheaper 
feedstock alternative 
to extract better 
quality biofuel. They 
say, spent coffee 
grounds contain 
about as much oil as 


inexpensively cells. When a DNA- Plasma Protection 
extracted annually disrupting agent Until now the 

from grounds that interacts with the northern and 
produce 16 billion sensors DNA, the southern polar lights 


pounds of coffee. 


Protecting DNA 
Most chemotherapy 
drugs are very 
powerful DNA 
(Deoxyribonucleic 
Acid) disruptors, 
when they interact 
with healthy cells. 
Engineers at 
Massachusetts 
Institute of 
Technology (MIT) 
have developed a 
sensor mechanism by 


carbon nanotubes 
glow. Using the 
changes in the 
intensity and 
wavelength of the 
fluorescence, 





— aurora borealis and 
aurora australis — 
provided the only 
visible proof of the 
magnetosphere that 
cloaks the Earth. 
Now, scientists from 
Nasa, Trevecca 
University (US) and 
Obseratoire de Saint 
Maur (France) can 
predict the motion of 
the low-energy 
charged particles in 
the remaining 
magnetosphere. It is a 





tenuous region that 
covers three-fourths 
of the Earth, starting 
on the night side of 
the planet. This 
plasma layer shields 
the earth from solar 
storms that can 
induce power surges 
in our electric 

grids, interfere with 
radio transmissions 
and throw GPS 
systems astray. 


worlds, one worrying aspect that is 
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Ships such as the Freedom of 
the Seas are too big to run on renewable 
energy, but are now more energy-efficient 





THIS IS PROBABLY ONE OF THE FEW 
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likely to get more prominent is 
their environmental impact. Cruise 
ships, which run on diesel, are 


future products that we may find heavily polluting. Freedom of the 
easy to name but difficult to Seas, for example, releases as 
visualise. We know that future much CO2 per day as about 1,000 
ships, particularly cruise ships, cars. While such ships are too big 
are going to be big, probably very to run on renewable energy, they 
big. The largest cruise ship ever are beginning to get more energy- 
built, the 339-metre Freedom of efficient, and the materials being 
the Seas, which can carry 4,300 used to build them are now more 
passengers and 1,300 crew environment-friendly. 
members, will be bettered next But smaller ships are a different 
year by the Genesis. The first one — matter. In fact, the world has 
of this class will be 360-metres already seen its first fuel-cell- 
long, and carry 5,400 passengers. powered passenger ship, Zemship, 
As ships get larger and larger, which debuted three months ago. 
the only limiting factor will be the — It can carry 100 passengers for 
size of ports. Such ships, after short distances. Fuel-cell-driven 
crossing a certain size, probably ferries are likely to become com- 
500 metres, cannot dock at every mon soon, especially in Europe. 
port. We could then see mother As for cruise ships, judging from 
ships out in the ocean, while baby the way they are expanding, it will 
ships ferry passengers ashore. be a long time before they become 
As ships become floating — environment-friendly. 





Equip yourself to put ambition into action. 


You are a successful executive with a burning ambition to raise the bar of success in today's challenging 
economic scenario. IMI, India's first corporate sponsored Business School, provides you with a 
management program that will put you on a still higher trajectory of professional success. 


IMI invites admissions from executives with preferably 5 years or more of work experience for its 
specially designed 15 month program built around 12 months of course work, followed 
by 3 months of project work at your place of employment. An optional 3 week study at an International 
Business School is also available at an additional cost. 
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COST-EFFECTIVE: 
ANMS equipment can 
measure networks of 
up to eight operators 
simultaneously 


A new 
technology 
promises to 
make network 
monitoring 
cheaper 


DROPPING CALLS DO 
not Just upset 
subscribers, they can 
also get telecom 
operators into 
trouble. Operators 
can be pulled up by 
the telecom regulator 
(Trai) if they do not 
meet the targets set 
for quality of service 
(QoS) parameters. 

So, operators 
continuously need to 
monitor their netw- 
orks. Most telcos get 
this done manually 
with handheld 
equipment, sending 
engineers from tower 
to tower. The proce- 
dure, without doubt, 
is time-consuming 
and costly. But a new 
technique could come 
to the rescue of telcos 
strapped with this 
unwieldy way of 
network monitoring. 
ANMS, or Autono- 
mous Network 


Measurement 
Systems, could help 
these companies cut 
costs and also secure 
authentic data. 


“Operators can 
measure the quality 
of network, and even 
manage spectrum,” 
says N.K. Goyal, 
president of 
Communications and 
Manufacturing 
Association of India. 

ANMS kits can 
measure networks of 
up to eight operators 
simultaneously. It is 
no bigger than a car 
battery and works on 
internal 12 volt in- 
vehicle power, 
making it energy- 
efficient. “It can 
measure all technolo- 
gies including 3G,” 
says Mohit Lohani, 
chief technology 
officer of Phimetrics, 
a Mumbai-based firm 
offering specialised 


tower power measu- 
rement and analysis. 
ANMS could not 
have come to life at a 
better time. “With 
increasing subscriber 
pressure on each net- 
work, telcos have to 
measure and optim- 
ise their networks far 
more frequently than 
before,” says Kartik 
Raja, CEO of 
Phimetrics. Globally, 
compa-nies such as 
Vodafone and Sprint 
have deployed 
ANMS. But in India 
only Tata Teleservices 
(TTSL) is using it 
across the country. 
“We have given a 
two-year contract to 
Phimetrics to deploy 
ANMS for the whole 
country, says a senior 
TTSL engineer moni- 
toring the project. 
RCOM used the Phi- 
metrics technique for 
its pilot projects in 
east and west India. 
Nokia Siemens 
Networks and 
Ericsson, which 
undertake managed 
services for operators 
such as Airtel and 
Vodafone, use 
equipment developed 
by in-house R&D to 
manage networks. 
“Radio network 
management and its 
optimisation are 
critical for operators 
to offer quality 
service,’ says P. Balaji, 
vice-president, 
marketing and 
strategy (market unit 
India and Sri Lanka) 
of Ericsson India. 
ANMS is green too. 
Automation and 
multiple network 
capability, reduces 
carbon emissions by 
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as much as 84 per 
cent, during signal 
monitoring compar- 
ed to manual 
network monitoring. 

The ANMS 
equipment does not 
require any human 
inputs. The kits are 
placed in cars that 
are driven around the 
coverage area to 
collect data. This 
information is then 
remotely uploaded to 
the firms’ central 
back-end facility 
where it is monitored 
in real-time and then 
fed into an analytics 
engine. The data for 
multiple operators is 
collected in a fixed 
schedule, using the 
same automated 
infrastructure. 

A global positio- 
ning system enables 
the Phimetrics team 
to track the kits and 
guide their route. 
Variants of the same 
equipment can be 
hand-carried to get 
in-building data and 
can also be mounted 
at places such as 
airports and hotels. 
All the network 
measurement data is 
transmitted wirele- 
ssly over the internet 
to Phimetric’s control 
centre in Mumbai 
where radio frequen- 
cy resources analyse 
the data and generate 
action orie-nted 
reports for all the 
operators involved. 

ANMS is the way 
forward for telecom 
operators to stay 
connected with the 
300 million mobile 
subscribers in India. 
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Are you 


Financially Healthy? 





A few questions to ask yourself. 













) Are you paying the minimum or 
less for any of your credit card bills? 


) Do you struggle to pay your bills 
on time? 


Have you heard from any collection 
) agency regarding an unpaid 
bill or a loan? 


E Do you use credit to pay for 
household expenses? 






) Have you ever taken a loan to 
pay off another one? 






Visit Disha for a free financial health check-up. 








Phone counselling 









Ahmedabad - S.G.Road Chennai - L. B. Road Delhi - Rohini 
(079) 65126712 (044) 42298557 /59 /60 /61 (011) 64626567 








Hyderabad - Somajiguda Kanpur - Mahatma Gandhi Marg Kolkata - Shyam Bazaar 
(040) 40038837 /38 /39 (0512) 3914556 /3914557 (033) 64602299 /64602300 











Ludhiana - Feroze Gandhi Market Mumbai - Ghatkopar (West) 
(0161) 5084067 /5074458 (022) 65971815 /16 /17 













sms DISHA to 53030 www.dishafc.org 
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Financial Counselling 
A Social initiative by ICICI Bank 
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By acting as a facilitator of industrial in- 
vestment in Andhra Pradesh, Andhra ^ 
Pradesh Industrial Infrastructure Corpora- 


| F O r W a r d ers Me, has aided in the development 


Promotion 


ccording to the World Bank India: Inclusive 
Av and Service Delivery report, "Infra- 
tructure constraints are most binding on man- 
ufacturing, particularly exports-oriented manu- 
facturing. India is well-placed to have a much more sig- 
nificant presence in the world market for exports. The 
share of exports and imports in India's GDP today is 
less than half that of China's and at 2.5 %, India's world 
market share in the trade of goods and 
services is a small fraction of China's 10.596. While 
India is well placed in terms of industrial experience, 
technical capacity and available labour, infrastructure 
hinders India's success in global trade." 

Working towards improving the level of infra- 
sturcture in Andhra Pradesh is the Andhra Pradesh 
Industrial Infrastructure Corporation (APIIC). Working 
with the primary objective of providing industrial infra- 
structure through the development of industrial areas, 
the corporation has, so far, developed 303 industrial 
parks covering an area of 1,02,034 acres, and incurred 
an expenditure of Rs 320.6 crore during 2004-08 on 
infrastructure upgradation of industrial parks. 

One of the current projects under APIIC is the 
development of the  Visakhapatnam-Kakinada 
corridor, which is part of the Petroleum Chemical and 
Petrochemical Investment Region (PCPIR). 

Stretching over 140 kms, this corridor adjoins the 
Krishna-Godavari basin, has excellent connectivity by 


Core Functions of APIIC 

> Acquisition/Alienation of government 

land for industrial parks 

> Identification of sites for industrial areas 

and development of layouts 

» Provision of infrastructure facilities in developed and 
existing layouts 

» Allotment of developed plots 

» Facilitator for industrial investment in the state 

» Planning and development of projects under project 
development promotion partnership and project identifica- 
tion and implementation 

» Promotion of infrastructure projects under public-private- 
partnership mode 

> Nodal agency for all industrial infrastructure projects 





sea, air road and rail, and easy access to 
domestic and global markets. There are currently five 
notified special economic zones (SEZs) in this area — 
two pharmaceuticals, two multi-product, and one 
textile and apparel, covering an area 
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Two consortiums, also anchor tenants of the 

PCPIR — one comprising of HPCL, Mittal Energy, 

GAIL, OIL and TOTAL, a French company, and the 

other of GMR and Kakinada Refinery and Petrochem- 

icals — have proposed to invest Rs 73,000 crore into 

the PCPIR. The HPCL consortium will set up a green- 

field 15 MMPTA refinery-cum-petrochemical project at 

the AP SEZ in Vishakapatnam. HPCL is also set to ex- 

pand its 7.5 MMPTA Vishakapatnam refinery to 15 > 
MMPTA. The GMR consortium, on the other hand, will 
setup a greenfield 15 MMTPA refinery and a petro- 
chemical unit in the Kakinada SEZ. 

Till date, the committed investments into the AP 
PCPIR come to a total of Rs 1,74,654 with major 
investors, besides the anchor tenants, being Conti- 
nental Carbon, Reliance, Air Liquide, Baker Hughes, 
Pharma Zell etc. 

The projected investments, over the next five to 
seven years, into the PCPIR would be around 
Rs 3,43,000 crore, with Rs 2,16,000 crore coming from 
the petroleum sector. These have an employment po- 
tential of 12 lakh, 5.25 direct and 6.75 indirect. 

The Government of Andhra Pradesh has initiated 
the process of the formation of AP PCPIR Develop- 
ment Authority that will act as the management board 
of the region, which will be chaired by Mr B.P. Acharya, 
IAS, Chief Managing Director, APIIC. 
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Over the 


is 
A 


years, XISS has developed its own distinct identity as a 





~ 


unique centre of excellence in management education, research, 
consultancy and development interventions in the country. 


uilding reputations is 
Be easy. But the 

Xavier Institute of Social 
Service (XISS), Ranchi, is 
today counted amongst one of 
the most reputed business 
schools, specially in the field 
of Rural Development, 
Personnel Management and 
Industrial Relations. 

Over the years, XISS has 
developed its own distinct 
identity as a centre of excel- 
lence in management educa- 
tion, research, consultancy 
and development interven- 
tions. Since its inception, XISS 
has identified itself both as 
service institution and centre 
for academic excellence. 

As a service institution, 
XISS has a vision of just, 
humane, and equitable society 
where the underprivileged 


assume their rightful place. 
XISS also visualises itself as a 
centre of excellence, imparting 
value driven management and 
development education, and 
catering to its diverse clientele 
and stakeholders. 

An envious feature of this 
premier business school is that 
both its academic and out- 





reach schemes are running in 
an integrated manner under 
the same roof. 

In fact, it is in keeping with 
the XISS philosophy of expos- 
ing students to the environ- 
ment in which they will spend 
their working life that it also 
organises visits of all students 
to different industries and 








ac 


rural camps 

XISS is one of the Á 
oldest B-schools in À 
the country that 
prepares HR and 
IR professionals 
to address the 
problems per- 
taining to the 
people dimen- i^ 
sion of indus- 
try and the 
workplace. 

At XISS, the 
curricula of vari- 
ous academic pro- 
grammes are JH 
revised and updated | 
constantly so as to meet 
the emerging needs of the 
industries and development 
sector. No wonder, the insti- 
tute has turned into a favourite 
hunting ground for both the 
corporate and development 
sectors to meet their manpow- 
er requirements. 

The XISS alumni have also 
lived up to the expectations of 
their employers. That is why 
they participate in the Campus 
Recruitment 
Programmes year 
after year quite reli- 
giously. They have Z 
placed utmost 
fath in the d 
integrity and Z 
professional ME 
competence of E 
XISS fraternity. 
This is a vivid 
testimony to MEX 
XISS' commit- P= 
ment to excel- W 
lence and ende- ü š 
vour to create V 
professionals with X 
a difference. 













XISS — The Brand 

It was in 1955 that the then 
Superior of Ranchi Province, 
Rev Fr. Moyersoen s.j., togeth- 
er with Fr. Michael Windey s.j., 





















Professor at St. Xavier's 
College, Ranchi ven- 
tured to start a 
| Centre of Social 
Service in Ranchi. 
WM Academically, 
E — the Centre 
m 1 began offering a 
Post-Graduate 
Diploma in 
Social Service 
+ from the prem- 
ises of the St 
Aa vler-.s 
. College-it was 
” only in 1978 that 
institution shifted to 
its current campus. In 
1963, the Centre started 
a six-month course in 
Business Management. 
Subsequently, this became a 
one-year course and in 1969 
was further upgraded into a 
three-year postgraduate 
course, leading to a Diploma in 
Business Management, which 
was recognised by the Union 
Government. 
In 1973, the management 


registered the Centre as the, 


Xavier Institute of Social 
è Service (XISS) as an 
educational society 
under the Societies 
4m Registration Act. 
"HS Simultaneously, a 
new upward 
=) momentum was 
granted to the 
academic 
stream, with the 
f implementation 
f} of the policy on 
admitting fresh 
graduates. 

Also, in 1975, 
the management 
started a two-year 
= Post-Graduate 
~ Diploma Programme in 
Rural Development. While 
courses in Master of Social 
Welfare were being offered by 
various universities, the PG 
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Forging New 
Paradigms 





PROMOTIONS 





Diploma in Rural Development was the first 
from any private body. It was a challenge, one 
the Institute met successfully, with the result 
that even today all graduates of this course are 
enjoying 100 per cent campus placement. Since 
1998, the institute has also been offering a two- 
year PG course in Information Management. 


The JourneyContinues 
While the journey has been a long one, it 





has been no less fulfilling. 
Says Father Beni AEkka, 
Director, XISS, “We have 
been able to carve out a niche 
for ourselves because of the 
quality of our education and 
the high standards that we 
have set.” 

Under Fr. Ekka’s steward- 
ship, the Institute has been 
witnessing a phase of consol- 
idation and growth — both in 
terms of the quality of teach- 
ing and in the courses being 
offered. This is a continuing 
phase and is evident from 
the Institute’s decision to 
shift from the present semes- 
ter system to the new 


trimester system from June 2008. Says Fr. Ekka, ` 


"this shift provides our academic departments 
an opportunity to take a hard look at the syl- 
labus and restructure it to fit the trimester 
approach." 

Today, XISS is successfully implementing its 
philosophy of ‘Putting the Last First’, with its 
alumni placed in leading national and multina- 
tional organisations, drawing renumeration 
that places them at par with the best. 
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Diakonia: Creating A 
Vision For Life 


part from being a premier 

A management school, XISS 
has also grown as an 
important resource centre for 
development in the region. It has 
been working for overall develop- 
ment of the people for the last five 
decades and has initiated various 
social development programmes 
to uplift and empower communi- 
ties in Jharkhand and Bihar. It 
was with this vision that it started 
the Diakonia field project in 1994. 
The first phase of the project 
(1994-99) was followed by PRA 
camps to get more acquaintance 
with the area. It was seen that the 
immediate need of the Munda 
people was health and hygiene. 





Thus, Diakonia projects sought to 
provide them with safe drinking 
water, organised women through 
mahila mandals, and initiated lit- 
eracy programmes and other 
small activities. 

Emphasis was given to the 
community rather than to activi- 
ties in the second phase (2001- 
04). Community sensitisation on 
health education, saving habits 
and altitudinal change on eco- 
nomic development, skill develop- 
ment and cattle care, were organ- 
ised as part of this phase. Mahila 
mandals were converted into self 
help groups and every develop- 
ment activity was channelised 
through the SHGs. 

The non-functioning of local 
self governance, erosion of 
social, cultural and ethical values 


and introduction of new pattern 
of administrative system at the 
grassroots level was the major 
focus during the third phase 
(2004-07). Co-relating the PESA 
Act with panchayati raj and the 
traditional system of local admin- 
istration of the Munda tribe was 
a great challenge. In spite of hur- 
dles, 57 gram sabhas have since 
been formed and are functioning 
at the grassroots level. 

In order to mobilise, organise 
and use resources more effec- 
tively and efficiently, the ongoing 
'Human Resource Development 
for Food Security' project is an 
integrated approach. On the one 
hand, the effort is to strengthen 


and consolidate the lowest level 
of village institutions and on the 
other it seeks to modernise farm 
practices, upgrade traditional 
skills and create new generation 
of village entrepreneurs. 

In its one year of operation 
(2007-08), the project has 
achieved much more than 
expected. An environment for 
social, economical, political and 
cultural development has been 
created in the project villages. 

The Diakonia project reflects 
that in spite of geographically 
tough conditions, linguistic prob- 
lems, a community which is 
averse to change can be devel- 
oped by strong will power, com- 
mitment towards work, motiva- 
tion with zeal and eagerness to 
face challenges. 
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FITNESS FREAK: 

A keen runner, Anil 
Ambani jogs at least 
4 km twice a week 


ADRENALINE JUNKIE: 
Adi Godrej loves to go 
water skiing with his 
grandson Aryaan 


` 


` Some of the country’s top 


LIFESTYLE 





“The true secret of 
happiness lies in taking a 
genuine interest in all the 
. details of daily life and 
e is í 1 " 
elevating them to an art. 





— William Morris 


executives seem to be privy 
to this secret of happiness. 
They take active interest in 
the world outside their 
work, and have perfected 
the art of daily living. 


THE JET-SETTERS 

They work hard and party harder. 
Not content with measuring their 
lives in coffee spoons, they 
believe in mugs-full of self- 
indulgence. The current 
downturn in the economy may 
have slowed them down just a 
wee bit, but in good times they 
like to spend their money on cars, 
planes, yachts, bikes and other 
boys' toys. And their time they 
spend being part of adrenaline- 
pumping sporting activities such 
as water biking or jet skiing, 
paragliding and scuba diving. 
They do not shy away from 
exhibiting their macho side to the world, 
which, combined with their moolah power, 
yields a bewitching cocktail of glamour, 

grit and guts. 

The most flamboyant example of a jet- 
setting corporate is the 52-year-old chairman 
of the United Breweries Group, Vijay Mallya, 
who is de rigueur on the pages of glossy, 
fashion magazines for his love of life, a life he 
lives to the fullest. Horses, beer and yacht 
parties — in that order — are his passions. 





Spendin: 
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Anil Ambani, chairman of the Anil 
Dhirubhai Ambani Group and, till a few yea: 
ago, one of the most famous younger brothe: 
— before he came into his own — in corpora 
India, is a near-perfect embodiment of a 
wealthy and fashionable corporate honcho. 
Following in the footsteps of his illustrious 
elder brother Mukesh Ambani, Anil is the 
owner of a couple of prized winged machine: 
At 49, he is also known to be a fitness freak 


and a marathon runner. He reportedly shed 
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"some 40 kg a few years ago and sees to it 

hat he does not gain any of it back. 
Self-made real estate turk, executive 
airman of Mumbai-based Housing 
evelopment and Infrastructure (HDIL) 
esh Wadhawan wears luxury, as much 
his attitude, on his sleeve. The owner of a 
eet of rolling beauties, Wadhawan is an 
unlikely champion of housing development 
Kor slum dwellers. Sitting in his plush 2,000 
iq. ft office opposite the Bandra flyover, 
WWadhawan says he loves his cars, he loves to 
Kravel and he loves his joint family. Eight 
years ago he acquired a luxurious Mercedes 
3208, followed it up with a Rolls Royce four 
years ago, and then went on to buy a 
Bentley and a Hummer, and finally a BMW 
767, which is today the apple of his eye. "It 
is the smoothest,” he says, and justifies his 
‘sinfully large fleet of expensive cars: “I 

avel a Pad ates to o ent 






Taneai pun Kou Caribbean 
Lines. After working 18 hours a day, I like to 
go out with my family three-four times a 
year, he says. 


n style 







Er go sailing, the mood is sombre. But 
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They are the most talked 
about names of India Inc. and 
they love to spice up their 
lives with fine taste, and few 
good things By Shalini S. Sharma 























Expensive cars and sea cruises are also the 
Fah pastimes of the 40-year-old 
chairman and managing director of 
Raymond India, Gautam Singhania. “Things 
are stressful these days, so I relax as much as 
possible,” he says. I haven't bought any new 
cars or toys lately, as it wouldn't be the 
right thing to do what with 
the recession and all. 
And with the attacks in 
the city (Mumbai), the 1 
laws on the seas are | > Ill! 
more stringent; but I Ë WM UU PERDU 
am not complaining | A EEUU 
about that. They need 
to do what they need 
to do to make the 
waters safe, and once 
things are put in place, it will 
be easier. Even when I do manage 











SUBHABRATA DAS 


ON A ROLL: Big, 
expensive and luxurious 
cars are Rakesh 
Wadhawan's weakness 


WATER BABY: 
Gautam Singhania 
loves to destress on 
his private yatch 









IS YOUR BRAND 
MISSING THE 
REVOLUTION? 


An award winning show. 
second season witnessed a slot 
growth* of 50% and 5 times more 
viewership"" over the first. 


HEROES 


SEASON 3 


Starts Tue, 10 pm 
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MUSICAL NOTES: 
of Percept Holdi 
was once a me 

of a rock b 


Unlike the jet-setters, the sensualists have ‘more refined’ tastes. They 
are connoisseurs of art and music. Some — such as the CEO of 
Percept Holdings, Prabhakar Mundkar, who plays the guitar — are 
veterans themselves, while others patronise artistes by providing the 
much-needed financial support. Mundkar tells BW that even though 
he does not get the time to play as much as he would want to, he 
manages to play at a professional level at least twice a month. 
Mundkar was part of a band called The Savages in his younger days. 
He fondly remembers the reunion of the band after 35 years, a 
couple of months ago when the band members played out their 
glorious years once again. 

Late Vinay Bharat Ram, the doyen of the Delhi-based DCM 
Sriram group, was perhaps the only corporate czar who created a 
niche for himself in the field of Hindustani classical music, that too 
as a vocalist. 

And then there are CEOs who are known as much for their 
collection of art as for their business prowess. Foremost among them 
is the 49-year-old Chairman of RPG Enterprises, Harsh Goenka. 
Goenka, who had to step into the shoes of his father R.P. Goenka at 
the young age of 24 when he became the chairman of the group, says 
his art collection is “priceless”. It was while preparing the catalogue 
of a collection of miniature paintings for his father that he got 
interested in art. 

Like Goenka, the 49-year-old vice-chairman and managing 
director of Kotak Mahindra Bank, Uday Kotak, is an avid collector of 
art. So is Biki Oberoi, the septuagenarian chairman and managing 
director of the Oberoi group of hotels. Their Oberoi properties, 
especially the ones in Delhi and Jaipur, house coveted collections of 
priceless paintings and artifacts. 


í 
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[HE PHILANTHROPISTS 

Though many have the money and 

E means to help those in distress, 
ndians are generally not known for 

Sharity, definitely not big-ticket 

L parity. But thankfully, there are many 
mong corporate honchos who have 

k, ir hearts in the right place and who 
‘main the torchbearers of 
hilanthropic work. Bangalore-based 
»chnology major Wipros 63-year-old 
hairman, Azim Premji, has espoused 
k cause of primary and elementary 
Cjucation through the Azim Premji 
Ibundation. The foundation is 

licused on its work in rural areas, 
dem the majority of schools for 

mt f mentary education exist. 

| The Tatas and the Birlas — two of 
he oldest business houses in the 
lountry — are identified as much by their 
)hilanthropic work as by their business 
Icumen. Building schools, temples, hospitals 
ind charitable institutes for various kinds of 
social work have been the hallmarks of 
.heir corporate social responsibility initiatives 
over the years. 

"Education for all' is a cause also close to the 
ieart of the co- Founder and co-chairman of 
infosys, Nandan Nilekani, who has dwelt on it 

— at length in his recent book Imagining India: 
| Ideas for The New Century. He donated Rs 5.6 
— crore to his alma mater IIT-Bangalore and 

~ took his educational philanthropy beyond 
India by recently donating $5 million to Yale 
University in the US where his daughter is 


€ 


NAMAS BHOJANI 








HEMANT MISHRA 





GIREESH G.V 


studying. The 62-year-old chairman of Godrej 
Industries, Adi Godrej, believes in green 
philanthropy. He is a major supporter of the 
World Wildlife Fund and has developed a 
green business campus in Mumbais Vikhroli 
township. There is a 150-acre mangrove forest 
here and a school for the children of company 
employees. The CEO of Tata Consultancy 
Services S. Ramadorai, as the chairman of the 
Internet Governance Forum 2008, is doing 
his bit. He is preparing an action plan for 
dependable electricity sources that can 
provide greater access to the internet, to 
people in developing countries. 


With inputs from Gurbir Singh, Deepti Bose 
and Dhanya Krishnakumar 
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CHARITY BEGINS 

AT HOME: (From top 
left) Azim Premji, 
Nandan Nilekani, Adi 
Godrej and S. Ramadorai 
have championed the 
cause of charity in their 
own ways 


Bookmark 





BROWSING 
Lalit 
Kumar Jain 


CMD, Lakshmi 
Precision Screws 


| am currently reading 
The Execution Premium 
by ROBERT S. KAPLAN 
and DAVID P. NORTON, as 
it is relevant to my work 
and business. The book is 
interesting, especially the 
way it talks about the 
business environment 
where time cycles have 
changed, and response 
time is becoming 

shorter and shorter. 

| usually read books on 
personality development, 
management and 
strategy. The other books 
on my desk are Blue 
Ocean Strategy by 

W. Chan Kim and Renée 
Mauborgne, and Cold 
Stee/ by Tim Bouquet 

and Byron Ousey. 





by rahul jayaram 


THE INHERITORS; BY NEEL CHOUDHURY; 
RANDOM HOUSE; PAGES: 366; PRICE: Rs 395 


NEEL CHOUDHURY, WHO WRITES FOR TIME 
magazine and has been a business journalist 
with Fortune and the Wall Street Journal 
Asia earlier, is a fairly straightforward yarn 
spinner, capable of occasional dashes of 
flourish, even lyricism, in description and 
characterisation. For most of this book, he is 
engaging in his handling of a topic he knows 
well: money and the dynamics of its making 
and possession. 

Essentially, THE INHERITORS is a family 
drama pregnant with intrigue, deception and 
skulduggery (among a host of other things) be- 
setting the Lohias — one of Kolkata’s promi- 
nent Marwari business houses. The family has 
run into trouble due to a new factory that will 
produce cheap cars (a la Singur). The factory 
has been shut down by Hirenmoy Chakraborty 
— a one-foot-in-the-grave Marxist, awaiting a 
final flourish of glory. But at the core of the flux 
is Hari Lohia, an ageing patriarch trying to 
tame the tide he finds himself in, and a set of his 
kith and kin that seem tailormade for a garish 
current-day soap opera. 

However, Hari is far deeper in the woods 
than he imagines. A mysterious broker has been 
lapping up a large number of shares of his dwin- 
dling company at the Bombay Stock Exchange. 
As he proceeds further in his investigations, it 
turns out that a rival Marwari family from 
Mumbai — the Mohtas — are behind it, cour- 
tesy Haris own nephew, Paul. 

In the meantime, Piyush (Paul’s brother) 
is wriggling out of allegations of bungling 
the landing of an iron ore consignment — vital 
at this time of crisis for the Lohias. Both 


covering business for over a 


Street Journal Asia. Born in 
Kolkata and raised in the 
Philippines and California, he 
currently lives in Singapore. 








NEEL CHOUDHURY is a contributor 
to Time magazine. He has been 


decade — with Fortune and Wall 


brothers — one brash and the other withdray ` 
— are pushed into such actions by their em} « 
tered mother and Hari' sister, Aruna. With 
eye on the family business pie, Aruna wa) 
much like a vulture would for its meal - 
breathe its last. But there is a check on those i»: 
iquitous designs. 

Perhaps the most interesting person in t . 
book is Anjali — Aruna’s wry, street-smart, ri ' 
sibling — fending off the latter's ploys. Chou 
hury spices up the plot further with widow: . 
Hari Lohia's only daughter, the promiscuoi 
Shivani, teaming up with Anjali. The scene ot 
the battle is set. 

In his portrayal of most of the actions — 
which flits from Kolkata to Mumbai to Singa- 
pore, Hong Kong, Rajasthan and back — 
Choudhury sets a racy pace for the story. Within 
the globe-trotting, upper middle-class schema 
of the characters, Choudhury is able to elici! 
the power struggles inside a well-establishe 
family that have strong rural and ancestr 
roots. In ways, the book seems to be an ey 
opening fictive imagination of the strugg! 
elite Marwaris may have undergone while pla 
ing a significant role in the commercial ar ‘gr 
trading history of modern India, in particuli 
the 19th- and 20th-century Kolkata (before tk , 
Marxists came to power). i 

In Hari's evolution as a personality, Choudu 
hury quite smartly traces the anxieties of 1 
patriarch at the cusp of transition and at th : 
centre of a battle inside his household as well ; : 
outside. Divisions between the home and tl. 3 
world, the private and the public, blur. j2 

For an out-and-out ‘business thriller, Chou: 
hury has been able to put some meat on t : 
bones of his main characters, which happen ; 
be mostly women. Widowed aunt Anjali (oft ; ` 
philandering past) and niece Shivani (i 
the philandering present) surprise yo 
with their morality — once they are out ¢ 4 
bed. Able manipulators (sexually or other 
wise), they have their own backs to save a 
well as that of Hari's. The use of sex (o: 
sexual tension) to fish out information 
from vital sources, while generating 
sliver of empathy for these operators, give 
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houdhury’s narrative an unexpected edge. 
adly, for all the sexual innuendoes in the book, 
stops short of becoming a steamy, one- 
anded read. 
Though Choudhury may have a thing for the 
ot auntie (Anjali) and the hot niece (Shivani), 
t does not mean he forgets the men, or what 
hey stand for. Paul, an unassuming, phleg- 
“atic bloke who ducked Wall Street to return 
» family business and gets roped into his 
other’s machinations, becomes increasingly 
ase as the story develops. Combinations of 
' lt, the pulls and pressures of succession, 
din the midst of this mess, his awareness of 
ië presence of simplicity, love and affection 
istinguish him. Its pot-boiler veneer apart, the 
ok has its insightful moments, and Paul is 
e of those. 
or Choudhury, family matters. But it looks 
the Lohias are deceptive. 





ELECTION 1 
s Foreign 
Affairs 


THE STRATEGIC SHAPE 
OF THE WORLD 
PROCEEDINGS OF 
MEA-IISS FOREIGN POLICY 
DIALOGUE; EDITED BY 
AMIT DASGUPTA; SAGE; 
\GES: 124; PRICE: Rs 195 
à 
| DECEMBER LAST YEAR, THE UK-BASED INTERNA- 
onal Institute for Strategic Studies organised a 
minar in New Delhi, titled THE STRATE- 
ICSHAPE OF THE WORLD.’ It was attended 
sy members of the Indian Foreign Service, the 
ninistry of external affairs and select Indian 
nd international foreign policy experts. 

This book is basically a verbatim transcript of 
ie entire seminar. As such, it has few literary 
:*hievements. But this is an important read be- 

»=use it puts you in the room with the people 

o: India's foreign policy. CXOs (Chief X’ 

- fficers) — particularly those with global busi- 

— asses — will do well to spend time understand- 

— lgthe forces shaping our world; as well as how 
idia is preparing to deal with them. 

Some of the more important issues tackled in 

- ne book are the shape of international terror- 
- including prescient discussions about the 











ture of terror attacks such as the ones we saw 
ES Mumbai. There are also good discussions 
— bout India’s relations with an increasingly self- 
wwonfident China and an increasingly over-confi- 

ent Russia as well as the US, the European 





Union and other regions. There is also a laud- 
able effort to cover energy security — easily the 
most important resource for the growing In- 
dian economy. Sadly, this discussion was slated 
for the end of the seminar, and ends up too 
rushed. So while we hear of some solutions to 
energy-related challenges such as climate 
change, unstable oil prices and potential con- 
flict over energy sources with China, it does not 
break new ground. 
At 124 pages, it's a quick, but valuable read. 
Pierre Mario Fitter 


SELECTION 2 
ROFE Not So New 
Strategy 


THE LATEST OFFERING FROM 
marketing guru Walter 
Vieira, THE NEW PROFES- 
SIONAL SALESMAN, is 
badly written, horrendously 
put-together and suffers from 
appalling design, inside and out. It is text-book- 
ish in the worst of ways, with pages peppered 
with quotable quotes from Anais Nin to Goethe 
and Abraham Lincoln to Douglas Adams. 

In Chapter 1, Vieira alludes to ‘selling’ as be- 
ing the world’s oldest professions. That was 
never in doubt; after all, ladies of the night from 
the old days of yore were doing just that — 
selling themselves. However, the author goes 
way back to the antediluvian and refers to... 
wait for it... The Bible. 

Vieira writes, “We are told of the serpent (the 
evil one), who sold an idea to Eve — the idea of 
eating the forbidden fruit” After this dramatic 
line, he rather hopelessly goes on to add that 
selling is not always wrong. Unfortunately, 
Vieira has also (unconsciously, one hopes) made 
the book a treasure-chest for bad jokes — boxes 
titled ‘On a Lighter Note’ litter the pages. Take 
this example, an inefficient salesman says, “I’m 
sure that business is picking up. I’m starting to 
lose bigger sales.” 

The book ‘borrows’ heavily from outdated 
marketing gurus such as Philip Kotler — who, 
by the way, it is also dedicated to — and Peter 
Drucker, making it archaic, old-school and old- 
economy in more ways than one. The last line in 
Vieira’s preface reads, “One last word. While for 
convenience I have used the term ‘salesman’, no 
gender bias is intended or implied.” One puts 
the book down thoroughly confused. That is 
sad, since the title did promise something about 
meeting challenges in the 21 century. 

Deepti Bose 
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NOT SPRINGTIME 
YET 

PRIYA SARUKKAI 
CHABRIA 
HARPERCOLLINS 

Many give poetry a miss 
because of the poet's 
obscure twist of words. 
But those who want to 
find obscurity in simple 
and straight words must 
pick this collection of 
poems by Priya Chabria. 
Her poems are not limited 
to a particular geography; 
she easily combines 
Indian sensibilities with 
those of Persian and 
Greek fantasies. Her 
themes of friendship, love 
and hatred showcase 
humanity’s futility to find 
a way through hard times. 
Not Springtime Yet is an 
apt title to this set. 
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Absolutely Shocking 


Give every 
citizen the same 
amount, and 
encourage him 
to spend it as 
soon as he can; 
raising 
purchasing 
power is today’s 
antidote 





OCTOBER SAW AN ABSOLUTE FALL IN THE INDEX OF 
industrial production from the level a year ear- 
lier — the first such fall in 15 years. That takes us 
back to 1993 — a year of fragile recovery after 
the crisis of 1991. Now the economy is no longer 
in recovery; it is in definite decline, as shown by 
the past four quarters’ GDP growth of 9.3, 8.8, 
7.9 and 7.6 per cent. A careful look at 
the behaviour of the index in the past 
year would suggest that this is not an 
exceptional event: that we will see a 
succession of absolute falls in the in- 
dex of industrial production in the 
coming months. For the latest year- 
on-year growth figure compares this 
October's figure with the correspon- 
ding figure a year earlier. October 
last year was still in the middle of a 
period of strong growth. Production 
in most industries continued to 
climb till March, and in some indus- 
tries well into May or June. So even if 
the index of industrial production 
remains at the present level, year- 
on-year changes should show larger 
declines. So this is the beginning of 
bad news, not the end; negative 
growth figures may continue for some months 
at least, unless there is a surprise recovery of 
which there are no indications yet. 

Those who believe that sound fundamentals 
and superb governance insulate the Indian 
economy from storms abroad will be disap- 
pointed to see that export industries have been 
amongst the worst affected. The output of cot- 
ton textiles declined by 9.6 per cent, and of ap- 
parel by 4.6 per cent. Textiles are an industry in 
distress, as is borne out by reports from the cen- 
tres of garment production. Their woes spring 
from the shrinkage of their markets abroad, es- 
pecially those in the industrial countries of the 
West, which are in the throes of a slowdown 
now. The story of leather goods is similar; their 
production fell by 18.2 per cent. These export 
industries are labour-intensive; they have capi- 
talised on India’s low labour costs. So their 
shrinkage will have considerable effect on em- 
ployment. The government is sensitive to this 
fact, and has taken a number of steps to help the 
textile industry in particular. They are not, 
however, designed to accelerate the structural 
adjustment that these industries require at this 
stage. Their foreign markets are unlikely to re- 


AMIT VERMA 


vive soon. They need to expand their domes 
sales, which they are unlikely to be able to « 
unless they reduce costs and prices. P. C 
dambaram’s advice to industry to reduce pri 
may not be equally relevant everywhere, b» 
does apply to these consumer goods industr 

Export industries are not the only ones fa: 
tough times. One of the worst hit industri« 
the vehicle industry — two-wheelers, « : 
trucks and buses. Year-on-year figures dc ! 
give an accurate picture because their pro 
tion was rising strongly at this time last y; 
But their output has fallen absolutely in the . 
six months. As the economy hesitates, 
sumers are frightened, and are no longer p 
pared to buy expensive cars and motor cy 
with borrowed money. The woes of this in« 
try are an index of consumer expectations. ` 

But it is too early to conclude that ca: 
goods are less affected than consumer go 
Recent years saw a great investment boom š 
one might have expected that the downt 
would be led by investment industries. Out“ 
fell in only one of them, namely non-meta ‘ 
mineral products; construction is obviousl:. 
trouble. But there are other capital goods ind 
tries which missed zero growth by a whisk 
Machinery production grew by a flimsy 0.3 [ 
cent, and that of metal goods by 1.2 per cem 
Their absolute output has been falling, so tk 
too will be showing negative year-on-y: 
growth in the coming months. 

How long will this decline go on? The prese 
figures encapsulate an assurance that year-o 
year figures will be sprinkled with declines 
least till the end ofthe financial year, and may 
some months longer. What will happen the 
after depends on how industry will fare in 
coming months. There are no indications y 
an improvement; so we would do well to py 
pare for bad news lasting well into 2009. 

The government has given some industr: 
some sops, and will no doubt give more. ` 
most sensible decision has been to reduce t 
central sales tax; this will give the broadest » 
lief. It will be a mistake to keep helping partic 
lar industries such as real estate. For depre 
sions are a time when economic structu: 
change; industry-specific assistance slo 
down and distorts structural change. The id. 
policy would give every citizen the a 











amount to spend, and would make produc 
compete for the consumer's rupee. 
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" . Two great reasons to bring home 
Í the Global No.1 





Airtel digital TV connection ‘a 


with tree installation & | Samsung takes the lead 
ith free installation * E + EXCISE i 


5 th intion** in passing reduction benefit 
decis egre ga BENEF IT to its puso. "T 


worth Rs 2995/- 


RIES e Full HD SERIES s Full HD SERIES 4 HD Ready SERIES 3 HD Ready SERIES 5 Plasma SERIES 4 a mm 






nning Crystalline Design Slim & Pristine Design Gorgeous Wine-Inspired Design Classic & Elegant Design Dazzling Ebony Design Refined Black Onyx Design 
650 - MRP Rs. 2,90,000 46A550 - MRP Rs. 97,000 40A450 - MRP Rs. 67,000 40A330 - MRP Rs. 62,000 50A550 - MRP Rs. 1,40,000 50A450 - MRP Rs. 1,29,000 
650 - MRP Rs. 1,60,000 40A550 - MRP Rs. 72,000 37A450 - MRP Rs. 57,000 32A330 - MRP Rs. 38,000 42A450 - MRP Rs. 65,000 
1610 - MRP Rs. 1,12,000 37A550 - MRP Rs. 64,000 32A450 - MRP Rs. 42,000 42A410 - MRP Rs. 59,000 
650 - MRP Rs. 1,07,000 32A550 - MRP Rs. 48,000 26A450 - MRP Rs. 29,500 


i 610 MRP Rs 81.000 22A450 - MRP Rs 18 500 
650 - MRP Rs. 61,000 





a bz «1l r +. 
| |a NE =e 
| - v; ==. SAMSUNG LCD & Plasma TVs 
i m % Interest Source: Display Search Report ew d mm m 
t —noY.oÍ_aƏaaənp—— p ——s 
SCHEME Processing Fee Corporate Office: 6th, 7th & 8th Floors, IFCI Tower, 61, Nehru Place, New Delhi 110019. Tel: 011 4151 1234. Fax: 011 4160 8818/19. Visit www.sams ung. corvir 
we d athe” "Global No.1 Source: Display Search Report. Features may vary from model to model. ‘Conditions Apply. Finance at the sole discretion of the finance company. 





Offer valid till 31st December 2008 and on entire range of LCD and Plasma TVs. 
** For South region : Special South pack with Neo Sports top-up, Rest of India : Mega Pack with Neo Sports top-up. Revised MRP with effect from 10th December 2008. 
Register your Samsung product and get a chance to WIN Samsung Digital Still Cameras & Mobile Phones every month. Visit www.samsung.comv/in for further details 
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Business Dilemma #2 


sare | 


Wh 
Star India looked to Microsoft 


Uni 


en we faced this challenge, 


fied Communications solutions. 


With interactive chats, Live Meeting 


and audio conferencing, we now 


have rich collaborative discussions 


without necessarily being there. 
Net Result: Productivity Up, 
Telephony costs Down! 


To set up a 


% 


L. 


with a Microsoft Account Manager, 


visit www.controlcosts.com or 
SMS CONTROL to 58888 


ons Limited and is used under licence. 


OF 15 COMPANIES 


| ( EED 
$56 MILLION 
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CONTROL Í 
COSTS. 


www.ControlCosts.com } 
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rved Microsoft isa soil trademark of Microsoft Corporation in the United States and/or other countries. 





